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The author of the already popular, ‘*A suc- 
cessful investor’s letters to his son’’ now en- 
larges the group for whom his advice is in- 
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Among the seven different classes of invest- 
ment amounts are included the problems of 
estate and trust funds. 
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Those who enjoyed ‘‘Only Yesterday’’ will 
welcome this volume covering the decade of 
the thirties. Beginning with September 1929, 
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ing and entertaining sidelights as miniature 
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Dillinger. 
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and government officials. 
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Mr. Leeds has lived in France for 16 years, 
and interprets history from the viewpoint of 
the French situation, ideals, problems, govern- 
ment and personalities behind modern France. 
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A New Subscriber Writes:= 


your service.”’ —A. B., Chicago, I. 








OR over 32 years, the exacting requirements 

of our subscribers have helped to shape 

and develop The Magazine of Wall Street 

to its present high state of compact effective- 
ness. It covers the whole field of business, in- 
dustry, finance and investments. Combined, the 
many features and departments in every issue 
offer a sound “working plan” for gearing your 
own investment and business decisions to the 
events and trends of business as a whole .. . 
a complete investment and business advisory 


service! 


Subscribers in many different fields have dis- 
covered they read about an important trend or 
development vitally affecting their interests 
first in the pages of The Magazine of Wall Street 


—often weeks before it was noted in any other 





publication! 





By using the coupon below you secure three 
features which supplement each other to give 
you the invaluable continuing guidance, essen- 


tial to investors. 


id The Magazine of Wall Street 
90 Broad Street, New York 


BY yjaecial O: b ex 


for limited time only. 
Fill in and mail 


this coupon TODAY! 
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“IT have in my time subscribed to various 
- financial services, some of which cost 10 
times the annual cost of The Magazine of 


Wall Street and not one of them can equal 





Inquiry Privileges for one year. 


all the above privileges. 





A_ subscription entered 
NOW will bring you 
the following features 
and privileges: — 
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companies . . . specific recommendations of securities offering 
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CONFIDENTIAL INQUIRY PRIVILEGES 
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Thereafter, our Personal Service Department will send you con- 
fidential advices on listed securities you hold or contemplate 
buying. You are privileged to direct inquiries to us on as many 
as three listed securities at a time during the life of your sub- 
scription to The Magazine of Wall Street. This rounds out a 
balanced investment counsel service! 


\ 1940 MANUAL OF ESSENTIAL STATISTICS 


Economics—Industries—Securities 


A complete and helpful handbook giving you latest data and 
statistics on every important industry and security, such as you 
would find in expensive statistical works. 
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-) Enclosed find my remittance of $7.50 for which enter my subscrip- 
tion to The Magazine of Wall Street for one year—ineluding your 
1940 MANUAL OF ESSENTIAL 
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begin the job of correlating the two 
factors of youth and _ flexibility in 
corporate management. If in a cer- 
tain company the average age of 
top officers drops from 55 to 50 years 
due to a shakeup, then one may look 
for so and so much in the way of 
new policies and breaks with pre- 
cedent. 

U. S. Steel might be first as a 
laboratory specimen. In the de- 
pression the company revamped its 
upper personnel—its brains—at the 
same time its physique was being 
studied for possible improvements. 
The net change was so markedly in 
favor of vounger men that it was 
easy to predict some ensuing shifts 
in policies. 

Perhaps our statistician would 
even have been prepared for the 
surprise dividend that affected sen- 


Ir 1s time for some statistician to 


timent in Amsterdam and London 
as directly as in San Francisco. Not 
for twenty vears had Steel directors 
acted on dividends except at a meet- 
ing for that purpose: probably never 
had one been declared at a time 
when conditions gave better reasons 
for standing pat and keeping the 
cash in the treasury. 

There have been other surprising 
moves, some as fundamental as the 
shift in basing points, some as recent 
as the 1940 method of reporting to 
stockholders and employees. The 
thirty-eighth annual report is num- 
ber one of a new type. It succeeds 
in telling the story of the company’s 
operations in a simplified way with- 
out the baby talk that sometimes 
spoils such efforts. Charts and dia- 
erams as weil as attractive type and 
paper make the report appetizing 
enough so that one is convinced the 





company really would like to have 
it read. 

Every stockholder who gets one 
of these statements in his hands will 
probably be drawn into it and will 
know more about his company when 
he gets through—which could not 
be said about last year’s. And when 
the employees look into it. they will 
see more clearly the interest they 
have with the owners of the business 
in making it profitable. Last vear 
47 8% of total sales was devoted to 
“wages for the services of men and 
facilities.” of which 90% was for the 
men and the rest for the facilities. 
The return on capital investment. 
stated as equal to a wage of 3% on 
plant and other assets. can hardly 
appear exorbitant. This report, the 
first that owners and workers are 
intended to read together. makes it 
quite obvious why they should, 
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Questions of the Day 


Has the whole world declared a boycott on Amer- 
ican oil and gasoline? 

Exports of crude petroleum in February came _ to 
$4.403.000, as compared with $6,328,000 a year earlier; 
gas and fuel oil amounted to $2,311,000 against $3.768,- 
000. Lubricating oils were moving abroad in volume 
twice that of a year ago, but Great Britain has declared 
her intention of stopping blockade leaks of this product 
through neutral countries into Germany. Japan has 
been turning to Mexico and other foreign producers for 


her supplies, reducing California’s exports by over 16 per 


cent in the first two months of 1940. But bearing on the 
boycott idea is the fact that world crude output set a 
new record in December and that many countries sur- 
passed all previous highs in production for the year as a 
whole. In the United States. new crude reserves almost 
twice the size of the output were developed and proven 
during the vear. At the moment oil is a valuable but 
abundant commodity, something which may be a great 
asset to this country in the future but is not at present 
attracting desperate bidders. 


Are inventories still mounting, or have they begun 
to decline in reflection of lower production? 

The latest figures on the subject are those of the Na- 
tional Industrial Conference Board for February. In 
that month, for the first time since last August, manu- 
facturers’ stocks failed to rise and actually showed a 
slight drop. They were still 16 per cent higher than a 


vear ago. but the Conference Board points out that 
inventory-building in recent months has been quite 
different from that of 1937. Then there was no inter- 
ruption in the growth of stocks for eleven months and 
the total increase in the Board’s index amounted to 41 
per cent. At the recent peak in January inventories 
were up only 18 per cent in five months, while the latest 
figure is 10 per cent below the high mark of 1937. If it 
could be assumed that February marked the turn, the 
whole rise since September might be considered moderate 
in view of the changed outlook caused by the war. 


So far in 1940 steel operations have declined 18 
per cent, almost twice that much since the peak of 
last fall; yet automobile production holds tight to 
its recovery high. How is this unusual divergence 
explained? 

It is true that the two “key” industries have been 
pointing in opposite directions. Ordinarily one expects 
to find the broad trend respected by both of them—not 
from week to week necessarily, but certainly over a 
period of several months. In this case, however, the 
automobile makers have been able to carry along pro- 
duction without large steel buying because they were 
so forehanded in providing for their requirements last 
vear. Without a doubt, that situation is now changed. 
Several makers have already been reported inquiring on 
steel for the new models and the outlook offers little 
chance that any companies will be able by holding off 
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their purchases to force price concessions. The steel 
industry has come to resemble copper more closely in 
the last couple of years—hit by flurries of buying that 
boost production rates suddenly and just as suddenly 


evaporate and leave them suspended far above the leye! 
of incoming orders. However, the bulk of steel require- 
ments for current models has been bought and the next 
big purchases will depend on 1941 model plans. 





The 


WHAT IS DEMOCRACY? ... Elsewhere in the world 
today we are witnessing a titanic struggle. The demo- 
cratic principle, gradually evolved through centuries of 
striving, is once more undergoing trial by fire. America 
is neutral neither in thought nor in economic action, but 
it is grimly determined to remain neutral in the military 
sense. Qur resolve is to preserve through peace in this 
country a way of life that is being challenged abroad. 

As the strongest and richest nation in the world, we 
have little to fear from a frontal attack now or later by 
any conceivable combination of foreign enemies. But 
as the most free nation in the world, as the only remain- 
ing major power in which speech and press are still 
unfettered, we have much to fear from enemies who seek 
to undermine democracy not by force of arms but by 
discrediting the institutions and traditions in which free- 
dom has its being. These enemies are within our ranks. 
operating incognito; they cloak themselves in the flag 
and quote our national heroes. 

Thus far they have made no important direct attack 
on civil liberties or religious freedom. They have con- 
centrated, rather, on the third and inseparable element 
of free democracy—private enterprise. And now, at 
long last. private enterprise has determined to fight back. 

The call to battle has been sounded by the National 
Association of Manufacturers and the objectives of the 
campaign have been made clear. They are educational 
objectives involving dissemination of the basic truths that 
free private enterprise is necessarily an integral of demo- 
cracy, that when it is destroved other liberties of the 
individual are also inevitably destroved, and that be- 
cause democracy cannot exist without it, it is democracy. 
When the economic activities of a nation are planned 
and directed by the Government, the thought processes 
of the people must likewise be directed by the Govern- 
ment. 

It is this fundamental concept of democracy that the 
N A M has now undertaken to put before the nation. 
We can only wish it Godspeed in its task. 


LOOK AT THE RECORD... If our manufacturing 
industries had done as good a job in public relations as 
they have consistently done in production, political 
attacks upon them would get scant hearing from the 
American people. Statistics now available show that 
productive efficiency is greater than ever before and that 
the benefits of this progress have been—and are being— 
shared equitably between the consuming public, the 
workers and the owners. 


Trend 


of Events 


At the rate of the past six months the physical out- 
put of manufactures was substantially above the annual 
average of the prosperous period 1923-1929. The con- 
sumers pay some 14 per cent less for these goods than 
they paid during the roaring °20’s.. The workers get an 
hourly wage rate nearly 30 per cent higher than was 
averaged in 1923-1929. Yet the profit margin of the 
manufacturers, while a bit less than in 1929, is approxi- 
mately in line with the 1923-1928 average. The latter 
statement is confirmed by the factual records of the 
year 1937 and is supported in a general way by more 
recent, but far less complete, evidence. 

We have some serious problems, but they do not 
center in industrial goods or in’ the shortcomings 
of manufacturing industry. Rather, they center largely 
in construction—especially housing—in foreign trade and 
in agriculture. Our political planners might well turn 
their eves in these directions and lay off industry. On 
the record, it seems quite capable of doing its own plan- 
ning, thank vou! 


END OF ECONOMY ..... There have been many false 
starts in the past few vears in the direction of curtail 
ment of Government spending, but none was more con- 
vincing than the economy move that got under way al 
the opening of the present Congressional session and 
persisted right up until the last week of March. The 
ITouse especially had shown a marked determination to 
tighten its belt where fiscal matters were concerned and. 
for the better part of three months, had been nibbling 
away at the Administration’s January budget figures. 
Most encouraging of all was its action in slashing the 
President’s estimate for agricultural appropriations to 
$722,000,000. 

Now. however, it appears that the economy bloc is 
disintegrating, the log-rollers taking over in its place. 
With a whoop and a holler, the Senate boosted farm 
funds to $923,000,000, a good round $138,000.000 over 
the President’s figure: the House, catching the spirit of 
the game, has stepped up projected outlays for the 
National Youth Administration and the Civilian Con- 
servation Corps. 

It is not surprising that economy has once more gone 
by the board. Excessive Government spending will be 
difficult to halt even under the most favorable condi- 
tions and it certainly cannot be halted without a strong 
Administration backed majority in Congress. And that 
seems to be completely out of the question for the 
present. 
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BENEDICT 


BY CHARLES 


NO HOLY CRUSADE FOR US 


L. is now evident that there is no willingness to adjust 
and compromise the war aims of the belligerent powers. 
And thus the battle of wits from which the whole world 
is suffering gathers momentum. 

The stalemate on the western front should therefore 
continue while the Allies attempt to maneuver the 
Nazis into striking before the Balkan situation is ad- 
justed—which is very doubtful of accomplishment—or 
until the Allies succeed in winning Italy over to their 
side. In this case, France and 
Britain will either be bound to 
take the offensive against Ger- 
many, oF manipulate them- 
selves into a position where 
they can force Hitler out—if 
that is their aim. 

They ought to be willing to 
pay I] Duce’s price for such a 
victory at this critical stage, if 
they are sincere; and not en- 
gaged in a “phoney war” ac- 
cording to the belief of the late 
Senator Borah. For it is Mus- 
solini who holds the balance of 
power in Europe today. And 
his position has been greatly 
strengthened by Russia’s evi- tf 
dent desire to watch her step 
in this amazing struggle. The 
conflicting interests of Ger- 
many, Italy and Russia in 
Southern Europe place Hitler 
in the weaker position, with 
the Allies holding the winning 
cards at the moment. And they 
can readily turn the tide in 
their favor by giving Mussolini 
what he wants instead of resorting to the old game of 
trying to win him over with promises of dubious value. 
Both England and France know I Duce’s maximum and 
minimum terms. And the Allies are doomed to failure if 
they rely too much on Italian dislike and fear of Ger- 
manyv—or on the attitude of the church—in their nego- 
tations for consummating this ideal. 

In view of the fact that it is France who will be called 
upon to make the heaviest sacrifices in this regard, we 
can look to Paris rather than London for indication as 


Wide World Photos 


they come to 
terms, it will be 
Reynaud of France 
(above) who ar- 
rives at a bargain 
somewhere _ be- 
tween Il Duce's 
maximum and mini- 
mum demands—and 
no |. O. U.'s are ac- 
ceptable this time. 
















to the trend of events. The revitalized French govern- 
ment under Reynaud is evidence of an aroused France 
springing to the defense of her vital interests. 

As far as the U.S. A. is concerned, we would do well 
to sit on the sidelines. To those who feel we should fight 
on the side of the Allies, I pose the question: —"In what 
way?” From a military standpoint—the actual fighting 
has not begun. There can be no need of us there. From 
a practical standpoint—we are already supplying the 
necessary raw materials and manufactured prod- 
ucts needed for the conduct of the war (to the ex- 
tent called upon to do so). In addition, we are buy- 
ing gold at a price which assures a big enough profit 
lo assist greatly in financing the war—as well as ex- 
port trade—resulting very frequently to our disad- 
vantage economically and financially. From an 
ideological stand point—we stand firmly behind the 
French and the English people and their way of life 
as against German regimentation, intolerant brutal- 

Thus, we have 
moral support and all it) im- 
plies to the Atlied peoples. 

The fact that the 
Nazis know where our sympa- 
thies that we view 
with horror and repulsion any 
likelihood of a Nazi controlled 


itv and aggression. thrown our 


mere 


lie—and 


world — places as powerful 
weapon in the hands of the 
Allies. 

No. [think the United 
States is doing enough right 
now. 


We should not forget the les- 
sons of the last war. So far, to 
sav the least. we have no rea- 
son for abiding confidence im 
the activities of the Allied governments. — 1 do not hold 
with those who blame Allied difficulties on the blunders 
of Chamberlain. We would be very dull indeed if we did 
not see that Chamberlain remains in power only because 
he is carrying out the wishes of the industrial and finan- 
cial interests that are backing him. Their acts do not 
attest to their wisdom in handling Germany—regardless 
of their objectives. In fact, Austria and Munich 
particularly—and much that has after—make 
them accessories after the fact (Please turn to page 837) 
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What Market Action to Take 


Market performance is encouraging as the often cri- 
tical month of March is put behind us, lessening risk of 


significant spring decline. 


We favor selective pur- 


chases, limited in total to half of available funds. 


BY A. T 


ie market has come through the often critical month 
of March with a generally encouraging performance, 
thanks largely to improvement in prices and volume 
during the closing week of the month. 

The net gain last week for our daily average of 40 
representative industrials was 1.389 points. while our 
weekly index of 316 issues advanced 1.50 points. The 
fact that the latter index outgained the selective indus- 
trials unquestionably reflected some broadening of in- 
vestment and speculative demand, as did also the rise in 
volume on the rally. For the first time this vear the 
week saw two sessions with turnover above 1.000.000 
shares. 

Since our industrial average advanced 1.41 points dur- 
ing March, while the weekly index gained exactly 1.50 
points between Saturday, March 2. and March 30, it 
need hardly be said that such change as occurred in the 
picture was accounted for virtually entirely by the past 
week’s trend. 

Moreover, lest we accord too great attention to in- 
conclusive technical indications, it must be noted that 
the greater part of the week’s gain centered in a single 
session following the surprise dividend voted by the 
United States Steel Corporation on March 26. 

For perspective it must be noted that the rally to date 
has merely carried us back to the average highs made 
in February and again in mid-March, so that the market 
is again testing an upper resistance level of considerable 
short term significance just as a fortnight ago it was 
testing—with success—the lower level of the unusually 
narrow trading range which has been maintained ever 
since the initial war advance culminated. As remarked 
here before. in so narrow a range the market can “look 
good” or “look bad” on a very moderate net change in 
the averages. 

Probably the most bullish single conclusion that can 
be drawn is a negative one: namely that in the face of 
further recession in our business index and our raw ma- 
terials price index, the market has shown stubborn un- 
willingness to submit to any significant reaction. That 
would not be a particularly hopeful fact in early January. 
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but such fortitude at the start of April, after only minor 
net decline in average stock prices for the first quarter as 
a whole, would seem at least to lessen substantially the 
risk of a serious spring break. 

Moreover—and this on the positive side—we see scores 
of individually favored issues meeting with strong in- 
vestment demand. “Selectivity” is a much abused word, 
of course, and this characteristic is always present. It is 
a matter of degree. however, and the number of issues 
able to show individual bull market tendencies as the 
first quarter ends is so impressive that, whether the 
stalemate in the averages is near termination or not, it 
strongly suggests the absence of a general liquidating 
movement which alone could bring importantly lower 
prices. 

The business picture is also “selective.” Reaction in 
the composite indexes—and especially in the widely pub- 
licized Reserve Board index—has been caused partly by 
seasonal adjustments and partly by actual substantial 
decline in a minority of lines given heavy weighting. 
notably steel activity. Against this the actual physical 
decline in total production and trade from the fourth 
quarter high appears to have been not more than 5 or 
6 per cent; and aggregate first quarter earnings should 
prove to be not only at a very favorable level but very 
close to the fourth quarter composite. 

In a number of lines actual activity has either been 
well maintained or further expanded, including ship- 
building. aircraft, motor production, machine 
electrical and railroad equipment, and private construc- 
tion. Export trade has made pronounced gains and. 
while no war boom is expected, the consensus both among 
business men and Government officials seems to be that 
the favorable export level of recent months will at least 
be maintained. 

It may validly be wondered whether the market as a 
whole can make significant progress until there is more 
definite evidence—especially in new orders—that the 
business recession has terminated and new phase of ad- 
vance looms in the offing. 

On the other hand, we see no basis for important ad- 
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jitional deterioration of our general economic position, 
jumerous stocks are low in relation to current earnings 
ends, and investors and traders appear to be becoming 
psychologically adjusted to the probability of protracted 
ontinuation of the war at its present pace—a leisurely 
pace in fighting but a definitely inflationary pace in the 
building up of armaments. 

In our opinion logical investment policy is this situa- 
tion calls for compromise. To those who have followed 
our advices in deferring commitments we suggest em- 
ployment of half of available funds, giving emphasis to 
cyclical type issues favored by a strong earnings pros- 
pect or to leader stocks which have given technical 
evidence of a “sold out” position by holding above form- 


er lows on all reactions in recent weeks. Early this year 
we presented a list of ten issues selected for potentiality 
of market leadership in percentage appreciation, advised 
that purchase be deferred and promised to give buying 
advices later. Naturally, over any considerable period 
of time, the relative attraction of various common stocks 
changes substantially, due partly to industrial changes 
and partly to price changes, so that periodic revision of 
any investment or speculative list is not only valid but 
essential. Accordingly, we have made certain revisions 
in this list and at present favor the purchase of these 
five issues: United Air Lines, Clark Equipment, Cater- 
pillar Tractor, International Harvester and Campbell 
Wyant. —Monday, April 1. 
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A Reminder:—Whether Roosevelt is Re-elected or Not, the Reform 
Era is Over and the Era of Consolidation Will Continue. 


A Prophesy:—Barring Our Entry Into War, Congress Will Call the 
Tune and There Will Be No Blank Check Given to Any President. 


Why Fear The Coming Election? 


BY LAURENCE STERN 


—_ are stories floating around that some business 
men are making longer range commitments which are 
subject to automatic termination in November in the 
event that President Roosevelt wins the voting public’s 
endorsement of a third term. 

It is, of course, a safe bet that, regardless of the elec- 
tion’s outcome, these unnamed gentlemen will somehow 
manage to pull their nerves together and get on with 
their affairs rather much as usual. In this country the 
sun does not yet rise and set by command of any poli- 
tician, be he Democrat or Republican, reformer or 
stand-patter. 

To have strong political opinions and preferences—the 
writer has them too—is one thing. To permit the third- 
term contingency to become a veritable psychosis, 
warping normal judgment and perspective—as many 
business men and investors are doing today—is some- 
thing else again. It can do neither them nor American 
business any good. 

This is not the first political campaign which has 
deeply stirred the emotions of our industrial, commercial 
and financial community. It is not the first campaign in 
which self-seeking partisans and overwrought “conserva- 
tives” have freely predicted national disaster should this 
or that man be elected president. So far this disaster— 
like sustained prosperity—remains around the corner. 

The political history of recent years is new in detail 
rather than in broad pattern. Always we have tended 
to take our periodic reforms—social, economic and polit- 
ical—in large and concentrated doses. Always our 
people’s crusading ardor cools in a relatively short time. 
We begin to yearn not for a return to the previous 
status—impossible in any event—but for a stabilization 
of the new status quo. Then begins the usually long 
period of consolidation, revision, adjustment. So do the 
deep political currents flow—slowly, sometimes almost 
imperceptibly, but with a cumulative force that no 
politician can override. 

Since the New Deal was swept into power in 1932 
we have seen an era of rampant reform, regulation and 
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experimentation reach its zenith by the end of Mr. 
Roosevelt’s first term; and in the subsequent three years 
we have seen the beginnings of the era of rationalization 
and consolidation. The change since the election of 1936 
is not only significant but has gone further toward 
middle-of-the-road conservatism than appears to be 
realized by those who have eyes for nothing but the 
third-term hobgoblin. 

It is perhaps worth while to look back at some of the 
highlights of the first Roosevelt term and contrast them 
with the far different picture during the second term to 
date. In the first term: dollar depreciation and revalua- 
tion; NRA; AAA; higher taxes at every session of 
Congress; new banking laws; the Securities and Exchange 
Act; the Wagner Labor Act; the Public Utility Holding 
Company Act; the undistributed earnings tax. 

In the second Roosevelt term: only two new ventures 
in business reform and regulation of more than minor 
legislative significance, both adopted early in 1938—the 
Food, Drug and Cosmetics Act and the Wage-Hour Act. 

The evidence pointing positively—rather than nega- 


tively—to the beginnings of the period of consolidation | 


and revision includes the following: 

Loss of the President’s control of Congress in the 1937 
session, due to the Democratic split on the Supreme 
Court and Reorganization bills; drastic revision of the 
undistributed profits tax, followed subsequently by its 
complete elimination; major revision of the capital gains 
tax; revision of the Social Security tax schedules; failure 
of the Administration’s effort to “purge” conservative 
Democrats in the 1938 election; important opposition 
gains in the same election; continuation of the right- 
ward drift shown in the 1938 elections, as indicated by 
recent elections in Ohio and Iowa to fill three House 
vacancies; and, finally, the increasing tendency of Con- 
gress and the courts to clip the wings of over-zealous 
New Deal administrative agencies. 


Of practical necessity, the strategy of the Adminis: | 


tration has changed from offensive to defensive. In get- 


eral domestic policy it is fighting a rear-guard action, | 
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precisely as its opponents were doing in the first Roose- 
velt term. It is strenuously opposing revision of the 
reforms and regulations on the theory—sound from its 
point of view—that the harder it fights any particular 
revision, the more moderate will the eventual com- 
promise be. It is typical Roosevelt strategy to demand 
more than he expects to get, to take a position so 
advanced that retreat is relatively painless. 


The "Hot Potato" Issues 


If the underlying political trend continues in its pres- 
ent direction, it is not of more than minor importance 
whether the Wagner Labor Act is revised at this session 
of Congress or whether the make-up of the generally 
discredited Labor Board is changed or whether Con- 
gressional investigations of other administrative agencies 
are begun with an eye to future remedial legislation. 
There are compelling reasons why this will remain 
largely a “do nothing” Congress. First, the existing 
balance of power is such that Congress cannot force 
controversial measures through the Administration’s 
guard and the Administration cannot force controversial 
measures through Congress. Second, opposition Demo- 
crats have tactical! reasons to avoid too vigorous attack 
on the New Deal since such intra-party dissension is 
bad politics in an election year and meat for the Repub- 
licans. Third, both New Deal and anti-New Deal Demo- 
crats—making up a dominant majority—desire to hold 
legislation to a minimum not only to avoid more party 
strife but to shorten the session. As an example of the 
“do nothing” mood, it is worth noting that the number 
of individual bills introduced at the present session thus 
far is less than half the total put into the hopper during 
the same period of the 1939 session. 

In the whole Washington picture the most significant 
change is in the attitude of Congress and in the direc- 
tion of majority thought. The best way to see this 
clearly is to note the general character of the “hot 
potato” issues—the issues on which controversy is most 
intense. Today the “hot potato” 
issues are political reform and 
regulation of the administrative 
regulators. 

Whether the bill to broaden 
the application of the Hatch 
“clean politics” law is passed at 
this session or not, the mere 
fact that it is a live issue rep- 
resents a major change of polit- 
ical perspective and emphasis. 
The same is true of the contro- 
versial Walter-Logan bill, which 
seeks to prescribe standards of 
lawful procedure and conduct 
by the federal administrative 
and quasi-judicial agencies. The 
same is also true of the hotly 
debated issue of revising the 
Labor Law and/or revamping 
the Labor Board. 

In contrast, it is not so long 
ago that all the “hot potato” 
issues had to do with business 
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reform and regulation, or matters concerning further 
delegation of power by Congress to the White House. 

In a short space of time the Smith committee’s investi- 
gation has put the Labor Board on a very torrid spot; 
a Supreme Court decision has stripped the Federal Com- 
munications Commission of vast powers which it had 
assumed but which Congress had never granted; and a 
sharp attack by the Investment Bankers’ Association 
has put the SEC on the defensive. As a result Con- 
gress is looking with increasingly jaundiced eyes at these 
agencies in particular and at the New Deal adminis- 
trative side in general. As a further result even the 
bill to purify the investment trusts—which was intro- 
duced by Senator Wagner with a significant disclaimer 
of authorship—appears to have been quietly buried for 
this year. 

Looking beyond the election, the odds are strongly 
against any new advance along the “managed economy” 
road, strongly in favor of further revision and recon- 
struction of the New Deal. This reform of reform will 
not come as fast or go as far as conservatives hope and 
liberals fear. No matter how the election goes, there 
will be a Democratic majority in the Senate at least 
until after the 1942 Congressional elections. Therefore, 
should a Republican be elected President in November, 
he will have to make his peace with a watchful Senate. 
On the other hand, unless the present direction of the 
tide is in some way reversed between now and Novem- 
ber, the next House will be controlled either by the 
Republicans or by a bloc of Republicans and anti-New 
Deal Democrats. Therefore, if Mr. Roosevelt becomes 
our first third-term President, (Please turn to page 834) 
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War Orders = Rumors vs. Facets 


BY JOHN LLOYD 


Be Moscow they have been enjoying a good joke on 
us. It is summed up in a cartoon showing Uncle Sam 
struggling beneath heaps of unsold war materials, read- 
ing with anguish: “Communiqué No. 1000: On the 
Front, absolutely nothing happened.” The Russians 
might be surprised, however, to learn the facts of Uncle 
Sam’s position and the attitude of people here toward 
war orders. They would find American industry going 
to extraordinary precautions to avoid the piles of unsold 
goods, not at all bloodthirsty in hoping for a war of 
total destruction. And they would find opinion in this 
country falling into the mistake, not of over-estimating, 
but of under-estimating the potential effects of the 
changes taking place in our foreign trade. 

The facts are, as will be brought out later, that the 
Allies have by official statement already placed $600,- 
000,000 of orders for materials in this country since the 
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beginning of the war; that our export balance, though 
the largest since 1928, represents only part of the $200,- 
000,000 monthly total foreign spending here; and that 
rail shipments of export goods have again been climbing 
in the last few days of March—indicating that the trend 
so far has been no flash in the pan. 

There are a number of reasons for the general tendency 
to minimize these facts. The great bulk of the military 
orders placed by the Allies have been for the single 
product—aircraft. Still a minor industry, aviation is 
not expected to dominate the trend of the economy, 
no matter how tremendous its boom. Estimates put 
employment today in the aircraft factories at 85,000 
against 27,000 a year ago; in the aircraft engine plants 
at 48,000 against 12,000. But what is that in compari- 
son with the 9,000,000 unemployed, or the 2,000,000 if 
you prefer the lower figure? Even if the Allies actually 
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get around to placing the much-discussed additional 
billion dollars of orders for planes, only a part can be 
produced and shipped this year, and a billion dollars 
of manufactures is a small matter in relation to national 
output. 

Think, though, of how many industries actually work 
at putting a plane together and getting it to Europe. 
First the steel, alloys, copper, aluminum, rubber, the 
machine tools and expanded plants; then the hundreds 
of parts bought from specialists, then freight across 
the continent, the handling, packing, insurance, ware- 
housing. Every additional man hired in the aircraft 
industry has undoubtedly put ten others to work, each 
of them with a landlord and a grocer. 

But the billion dollars in orders is non-recurring, or 
at least the continuation will be limited by the war’s 
length. Federal deficit spending was also non-recurring 
and spent on less productive projects than establishing 
a new industry. Yet it has had the power at times of 
changing business psychology from a contracting to an 
expanding mood. Whatever one’s opinion of it, it pro- 
duced results which, while temporary, still show on the 
production curves and the.earnings records. 

Regardless of the type of product sold abroad, the 
fact is that the United States has never had an export 
boom without an accompanying domestic pickup of 
marked proportions. And only an overwhelming com- 
bination of adverse influences is likely to break the 
precedent so long as business is conducted along present 
lines. 

A legitimate objection is that war orders today seem 
to threaten our exports of tobacco, fruits and even cotton 
which was once a leading beneficiary. What the Allies 
spend on aircraft they save on other products, purely 
in the effort to direct their limited buying power to the 
essentials of the moment. In the World War they 
bought practically everything—four billions’ worth in 
the first two years. Of what advantage are increased 
sales of planes if the farmers must suffer and put an 
additional drain on Government finances? 

The answer is cold-blooded toward the farmers but 
undebatable. In dollars and cents we have been and 
are now gaining far more business than we are losing. 
Exports last year were 29 per cent 


































IN THE LAST WAR IT 
WAS STEEL TO EUROPE 
AT $200 A TON, SILK 
SHIRTS FOR THE MILL 
HANDS. WHAT IS 
HAPPENING TODAY? 


Board tells the whole story 
up to the. end of the year. 
France received licenses in 
1939 for a total of $122,- 
120,268 worth of war imple- 
ments. The breakdown was 
—$1,072,538 for rifles, ma- 
chine guns and ammunition, 
$118 (!) for small arms am- 
munition, $4,400 for Livens 
projectors and flame throwers, and the balance for air- 
craft including equipment and engines. Great Britain’s 
$20,991,125 was divided in the same way, with only 
driblets going outside the aircraft industry. 

Among the firms receiving export licenses for sub- 
stantial amounts were: Curtiss-Wright Corp.—$13,204,- 
000; Douglas Aircaft Co.—$52,982,000; Lockheed Air- 
craft Corp.—$26,670,000; Glenn L. Martin Co— 
$32,467,000; North American Aviation—$15,696,000; 
Republic Aviation Corp.—5,494,000; United Aircraft 
Corp.—$34,878,000. Total licenses issued by the Control 
Board during 1939 came to $204,556,000, and in the first 
two months of this year to $143,000,000 more, of which 
$124,000,000 was for French purchases. 

The amounts for which licenses were granted are not, 
of course, all the arms orders received, nor are the arms 
orders the complete picture of the buying caused by the 
war. Since the plane manufacturers publish their back- 
logs of unfilled orders and frequently announce large 
individual sales abroad, it is possible to see the work 
piling up ahead of them and not yet represented in the 
licenses for export issued. In other industries, however, 
the utmost secrecy is preserved regarding orders which 
have a direct connection with warfare. This is desired 
by both buyers and manufacturers, for both military and 
commercial reasons. And many of the most important 
items of supply to the belligerents or the neutrals pre- 
paring to defend themselves are not recognizable as war 
materials. Therefore, the most dependable and signifi- 
cant figures are those on foreign trade as a whole. The 
rest are 90 per cent rumors, with perhaps a large pro- 
portion having some foundation of fact. 

We do know that steel exports had risen more than 





larger than in 1936. They were 85 
per cent larger in January, 1940, 
than in January, 1936. They were 
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Movement of Funds Toward U. S. Shows Buying Greater Than Generally Realized 
(Millions) 


1. 2. 
Net Gold Increase in Foreign 
Receipts & Releases Central Bank 
from Earmark Balances in U. S. 


(deduct) 
November, 1939................... $244 $4 
DIM ie oicccs os eek ae ebbule eee 286 9 
Bem, GOOD aos os vekiccexkscceecs 248 aR 
BE soins sas canchariommeuns 231 = 6 
DR NN. os is sosieetcwsasinnns 182 19 


3. 4. 5. 6. 
Realized from Foreign Funds Assumed Buying 
Net Sales of Presumably Used Not Yet Visible 
U. S. Securities For Buying in U. S. In Export Balances 

(Col. 1 & 3 minus Col. 2) (Col. 4 minus Col. 5) 


U. S. Net 


Export Balances 


$ 18 $258 $57 $201 
5 282 121 161 
? 260 127 133 
4 237 147 90 
? 163 





100 per cent over the previous corresponding period in 
the six months ending with February. Shipments abroad 
have shown an increase in each month: September— 
244,933 tons, October—255,081, November—332,899, 
December—394,035, Januarv—396,.064, and February— 
436,585, highest since the World War. In the pre- 
vious January the exports of steel amounted to 134,788 
tons. Little or no steel ordinarily goes to England, yet 
in January takings of the United Kingdom came to 
45,675 tons, or four times the amount shipped last 
September when industry was so excited about foreign 
buying which might make it difficult to secure domestic 
deliveries. It is reported by Iron Age that steel exports to 
Canada are now running at a rate of 10,000 tons weekly. 

It is worth noticing, too, that these exports of steel 
reflected improved prices as well as volume. Where the 
quantity gained 80 per cent in the first five months of the 
war, the value at $116,362,000 was more than double 
the $55,854,000 of the five months ending January, 1939. 
Variations in the types of steel exported are naturally 
very wide, but the question of price is of first importance 
in profit margins for the producer and in the stimulating 
effect of such sales on other buyers. 


Machine Tools in Demand 


A much more spectacular impact has been made by 
war orders on the machine tool industry. With aviation 
making unprecedented calls upon it for early deliveries, 
with foreign governments, including but by no means 
limited to the Allies, taking more tools than ever before, 
the position of its domestic customers has become un- 
comfortable. Replacements that had been deferred for 
years and might have been postponed considerably 
longer are being advanced simply because of the fear 
that delay might make it impossible to get the tools 
required. The same influence is making itself felt in the 
automobile industry which buys a large quantity of 
machine tools every year but ordinarily does so at its 
own convenience. 

Backlogs of the machine tool makers are almost with- 
out exception at new all-time high records, sufficient to 
keep plants busy throughout the year without additional 
orders. The situation is testimony to the power of con- 
centrated demand in creating still further demands. It is 
an exaggerated case of what could happen to other 
manufacturing industries and threatened to happen for 
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a while last fall. It also contains its own warnings that 
all good things must have an end. The Allies are nat- 
urally interested in getting the tools and putting them 
to work with the least possible delay, and they have 
insisted upon delivery by early next year at the latest. 
They must have in mind, too, the time when the war 
will end, and the need for such equipment will take a 
sudden slump. Moreover, it is no secret that England is 
trying her best to get her own production of machine 
tools up to the point where she will no longer be depend- 
ent upon imports which must be paid for with a deterio- 
rating currency. She may have hopes that after early 
1941 her needs will have passed the peak. 

In addition to aircraft, steel and machine tools, the 
Allies have been buying munitions which do not yet 
appear on the figures for export licenses issued, because 
American industry has not been equipped to turn them 
out on short notice. The French have bought ammuni- 
tion and guns, the British tank equipment, the Anglo- 
French Purchasing Board a considerable quantity of 
explosives. Atlas Powder has received a contract for an 
amount reported to be 33,000,000 pounds of TNT, and 
a loan from Great Britain and France of $1,427,000 for 
purposes of expanding output. The terms of the loan 
apparently contemplate its liquidation out of profits on 
deliveries and the company is understood to have 
arranged with the U. S. Treasury to avoid paying taxes 
on it as current income. 

French purchases of trucks from leading American 
makers including White, Studebaker and General Motors 
have received a great deal of attention, but they have 
been supplemented by orders for searchlights mounted 
on trucks which will be almost as important in dollar 
value. Both France and England have bought large 
quantities of wire and cable. Chemicals have been mov- 
ing abroad in increasing volume as have lubricants, 
although other oil products have been disappointing in 
the war demand they have generated or rather failed to 
generate. Since last summer the French alone have 
bought 300,000 tons of copper in the United States, only 
part of it domestic production but affecting such com- 
panies as American Smelting, Kennecott, Anaconda, 
Phelps Dodge and International Nickel. 

Sir Louis Beale of the Anglo-French Purchasing Board 
revealed the other day that the Allies have already 
placed orders in this country for over $600,000,000 worth 
of goods since the start of the war. So far as the muni- 
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tions included in this total go, we know the general 
trms of sale—“cash on the barrel-head.” Referring 
sain to the report of the National Munitions Control 
Board it is found French purchases have been under the 
trms—Partial payment in advance of delivery and 
full payment on delivery at factory.” British terms have 
been—‘“Partial payment in advance of delivery and full 
payment on delivery at port of exit.” This is in addition 
to provisions for loans to help various companies expand 
their plants with minimum risk to themselves. Atlas 
Powder has already been mentioned; Niles-Bement-Pond 
was advanced French funds for part of its Pratt & Whit- 
ney expansion; United Aircraft frankly includes certain 
costs of additional plant and equipment in its price to 
foreign purchasers. This practice is general in the air- 
craft field and constitutes our nearest approach so far 
to any guilt of profiteering. 


Buying Exceeds Shipments 


Such terms and provisions help to explain the figures 
shown in the accompanying table. It must be realized 
frst that orders placed in this country require payment 
in advance of export, that certain purchases involve at 
least partial payment in advance, and that where plant 
expansion has been necessary American manufacturers 
have also received funds for this purpose even before 
the expansion could be started and months before any 
shipments could result. We exported only $476,000,000 
of goods to the Allies in the first four months of the war 
against imports of $213,000,000 from them. Yet to pay 
this adverse balance of $263,000,000 they sent us $765,- 
000,000 in gold, reduced their bank balances here by 
$226,000,000, and sold $117,000,000 of our securities back 
to us. For all but a small part of this excess of spending 
over shipments the explanation is clear—the orders had 
not yet been reflected in the flow of goods. 

The table brings this picture up to date by lumping 
all transactions with foreigners under one heading, since 
a breakdown of recent figures between the Allies and 
other nations is not available. It is probable that this 
method is sound, in any event, since a Swedish or a 
Dutch purchase of American 
good is fully as significant for 
our purpose as a French order. 
While the export figures include 
changes in trade with South 
America and other parts of the 
world, the bulk of the financial 
transactions used to bring out 
the story of unrealized buying 
are controlled by Europe. 

Column 1 in the table lists the 
receipts of gold, either by ship- 
ment from abroad or by release 
from earmark for the account 
of some foreign government. 
When the proceeds of these gold 
receipts are saved for future use 
by the seller the result is an in- 
crease in foreign central bank 
balances, Column 2. In that 





case it does not represent spend- 
ing and is therefore deducted; yig¢ World 
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if foreign balances decrease, however, the indication is 
that more has been spent than has been added to them 
by gold shipments or other means, and the change is 
added. Column 4 shows the net inflow of foreign funds 
not reflected in increased bank balances. If a man 
acquires money month after month and yet does not 
increase his assets, the assumption is reasonable that he 
must be spending it somewhere. The world has been 
sending us cash or equivalent well in excess of its appar- 
ent purchases in this market, yet it has not been building 
up its assets—and the answer is that the buying has 
been much larger than the export figures show or the 
public realizes. 

No figures on March exports are available, but we 
can follow the trend with the help of the Association of 
American Railroads. Their figures on freight cars un- 
loaded for export at New York (excluding grain) 
showed a daily average of 740 for January and the same 
for February. During the middle of March bad weather 
sent them lower—down to 600 cars on one day, in fact— 
but a strong pickup late in the month has brought the 
average almost up to the January and February levels. 
Making no allowance for variations in the value of the 
carloads coming into New York for export, and assum- 
ing that the rest of the country is paralleling local ship- 
ments, as it usually does, it can be seen that the export 
movement is continuing in volume right up to the 
moment of writing. While the excess over imports may 
be cut down somewhat by larger purchases abroad, it is 
probable that it will still be above any in the past decade, 
and that the world has gone on with its use of capital in 
this country averaging $200,000,000 or more monthly. 
And this is without allowance for any spectacular in- 
crease in aircraft production as a consequence of final 
placement of the billion dollars in orders the Allies are 
negotiating. 

During the World War the largest monthly average 
of net export balances for any one year was $273,000,000 
in 1917. In the World War period the value of our total 
industrial output increased from $24 billions to $62 bil- 
lions, reflecting both physieal gain and radical price 
inflation. We are not likely to (Please turn to page 832) 
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GOVERNMENT VIEWS 


OF BUSINESS TREND 


ax E.&. T. 


a departments are full of economists, ama- 
teur and professional, whose jobs and avocations are to 
prognosticate business conditions, and who scan statis- 
tics and trends as eagerly as any stock-market trader. 
They should know, if any one can, whether business will 
turn up or down in the coming months, but, like their 
brethren in other employ, no self-respecting government 
economist will accept 100 per cent the views of a col- 
league, so there is no one answer to the question: How 
does the government view business prospects? 

In general, though, officials look for a slackening in 
the rate of decline of recent months, a pick-up here and 
there, some strengthening factors, and a leveling off of 
curves in the index charts—spring business activity on 
the whole about where it is now, or perhaps only slightly 
lower. But as for the summer and fall, the views differ. 
Most of them foresee very little net change or perhaps 
a moderate improvement; a few think there will be quite 
a spurt in the third quarter; some forecast a bad reces- 
sion necessitating active government steps to avert a 
crisis. It may be more than a coincidence that the more 
pessimistic of the economists and pseudo-economists in 
the government are in general the same officials who 
advocate heavy government spending and federal con- 
trols as business regulators. It is the height of insults 
to suggest that an economist’s figures are influenced by 
wishful thinking or his pre-conceived views of what 
should be done, but it is frequently hinted in Washing- 
ton that those officials who want more money spent for 
pump-priming, relief, agriculture, construction, or what 
have you, are the ones most apt to forecast a new de- 
pression. 

Federal Reserve Board index of industrial production 
is now close to 103, its point just before outbreak of 
European war last August. This suggests off hand that 
the war boomlet has passed leaving U.S. business where 
it was, but it’s not that simple; exports are well above 
last year in many lines, so the conclusion is that domestic 
business is proorer and a foreign upset would leave us 
ina bad way. The gloomier officials think the index may 
drop to around 90 this summer (1923-25=100) in the 
absence of new federal hand-outs, but so far they are 
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in the minority and haven’t been able to convince the 
powers that be of the need for action. 

On the brighter side are the larger number of govern- 
ment economists who glean from current statistics 
enough evidence to warrant varying degrees of optimism 
They agree business on the whole is declining and is at 
a critical point but feel the deflationary forces have about 
run their course and things will not go from bad to worse. 
How much of a pick-up there may be, just when it may 
come and how long it may hold, are matters in dis- 
agreement, but the average of the individual views of 
the more important professional chart-plotters in sev- 
eral departments is that three or six months from now 
business will be some better than at present—with 
mixed trends, some good spots and some bad, consider- 
able short-time optimism but little long-range con- 
fidence, no seeds of a boom, no sharp ups or downs 
taking business as a whole. In other words, the pre- 
vailing view in Washington is that the winter decline 
is ending and business should continue at about or 
slightly above its current level. 

The figures, trends, and indexes on which these con- 
clusions are based are regularly published on the finan- 
cial pages and are available to all who care to have a try 
at forecasting. The government has little secret or 
withheld information of a general nature and the only 
trick is collating and interpreting the figures. The great- 
est point of disagreement among the ponderable factors 
seems to be the matter of inventories. Many economists, 
particularly in the Commerce Department, feel that the 
accumulation of inventories as a result of the price scare 
which came with the war forecasts a painful period of 
liquidation before industrial output can pick up much. 
Efforts to obtain reliable inventory data have largely 
failed, but another school of prognosticators feel that 
the present size of inventories is not a depressing factor 
except in a few lines. They reason that it is not the 
size of inventories but their composition and location 
which counts, that generally inventories are well dis- 
tributed as among producers, distributors and _ users, 
and that with the present relative price stability there 
is no incentive either for hoarding or liquidation and 
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present inventories are not far from prudent normal 
stocks for current business activity. 

But uncharted on any economist’s graph are two im- 
ponderables which may outweigh any business index— 
war and politics. If the war ends soon, if it gets worse, 
if it drags on as it is, if the Allies run short of things we 
can supply, if they can get along without buying much 
here—these are big ifs, and it takes more than an econ- 
omist to dope out the answers and what they might mean 
to U. S. business. All forecasts are based on the con- 
tinuance of present foreign conditions. 

The trend of the political campaign this summer and 


fall will bring in psychological factors of much influence 
on business conditions. After the party platforms are 
drawn and candidates nominated it will be possible to 
estimate the sort of national administration we will 
have the next four years. Then a bullish or a bearish 
trend may be taken by business men, investors and 
speculators which might have a much greater effect on 
business conditions than the ups and downs of inven- 
tories, building contracts, carloadings, and the other 
indexes which the economists are now watching so 
minutely. It is still true that an amateur guess on future 
sentiment can be better than a professional. 





CAPITOL BRIEFS 


Roosevelt's plans regarding domestic politics will be 
decided after conferences with Sumner Welles on Eu- 
ropean situation. If, as expected, Welles reports there is 
no chance U. S. can intercede for peace and a new order 
in Europe, Roosevelt will decide not to run again, 
though he may not announce that immediately. His 
conditions for a third race were that U. S. would be 
faced with threat of war involvement or alternately that 
U. S. would be involved in peace 
negotiations, and also that his re- 
nomination be unanimous. These 
conditions now seem so_ unlikely 
that bettors against a third term 
are already reckoning their win- 


nings. 


Democratic convention will have 
sizable bloc against Roosevelt nomi- 
nation on first ballot, which will 
make any “draft” movement un- 
convincing. This is assured by Far- 
ley’s announcement that he is a can- 
didate for keeps. Neither he nor 
‘Garner will be nominated, but they 
may keep the New Dealers from 
running the convention. Old line 
Democrats are afraid that by delay- 
ing his refusal to convention time 
Roosevelt will keep the party so 
confused that the New Deal ele- 
ment can not only name the can- 
didates but write the platform. 


Wide World Photo 


‘Garner and Farley should develop enough strength to 


make this difficult. 


‘Sec. Hull is more and more mentioned as the best candi- 
‘date to harmonize all party factions (though there’s a 


nasty suspicion that he is acceptable to New Dealers 
mainly because his advanced age makes the Vice-Presi- 
dential nomination more attractive to an ultra-liberal) . 
But close friends say Hull has strong personal reasons 
for not wanting the nomination, though they hesitate 
to count him out as a possibility because his great party 
loyalty might make him subordinate personal desires. 
If Roosevelt and Hull take themselves out of the pic- 
ture there will be a mighty scramble for the nomination 
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Candidate for keeps — Farley. 


and it might not be worth much—which is one reason 
Roosevelt wants to maintain the status quo as long as 
possible. 


Economy forces in Congress face a losing battle now 
that the Senate has gone way over budget estimates on 
farm appropriations, wiping out all “savings” previously 
made by the House. Log-rolling among spending blocs 
is taking place and their coalition 
threatens to overwhelm the econ- 
omizers. Prospects now are for 
total appropriations well above 
budget estimates. 


New taxes won't be voted this ses- 
sion no matter what the appropria- 
tions, according tg present sentiment 
among Congress leaders. They feel 
some money can be found some- 
where to keep going to next Janu- 
ary without exceeding the debt 
limit, and then the next Congress 
can raise the limit or something. 


Spending theorists are working 
hard on Roosevelt to renew his sup- 
port of heavy federal spending, 
pointing to recent business declines 
as proving the need for another big 
shot in the arm. They have made 
little progress so far but are keeping 
at him, and meanwhile are hoping 
Congress will vote the money even though it does not ac- 
cept their theory. 


Farm mortgage refinancing plans of New Dealers carry 
real threat to thrifty farmers and private mortgage in- 
vestors. Under slogan of keeping farmers on the land, 
the push is working through the Farm Security Ad- 
ministration, the reorganized Farm Credit Administra- 
tion, and a group of bijis pending in Congress which 
would have seemed revolutionary a few years ago but 
which are attracting little attention and virtually no 
opposition, and which are rather likely to pass for that 
reason. In the end most farmers might be government 
tenants. 


791 


















Steel Situation Near 


A Major Key to the Ques- 
tion: "Which Way for Near 


Term Industrial Activity?" 


BY JESSE J. HIPPLE 


A: DIFFERENT periods of time various industrial 
activities have been used by business prognosti- 
cators as indicators of the probable future course 
of business and industry. At the present time 
the activity and trend of the steel industry are 
of especial significance. The fourth quarter boom 
in steel was a vital force in the general industrial 
recovery. The subsequent sharp decline in steel 
output and new orders has been the most spec- 
tacular phenomenon in the general business recession. 
Hence, the near-term course of this industry is a key 
question mark in the spring business picture. 

But the week-to-week moves of steel activity are 
not revealing if the reasons behind their action are not 
also considered. For example, statistical tradition de- 
mands that steel production should rise during the late 
winter and early spring months. If it does, it is called 
a seasonal move and is alloted its normal seasonal signi- 
ficance in formulating the index of business. If, for 
any reason good or bad, steel operations do not conform 
to the traditional seasonal pattern, the fact is given 
contra-seasonal importance and thus accentuates the 
rise or fall of the business index to a degree unwar- 
ranted by the actual activity of the business. If con- 
sumer demand for steel were dependent only upon the 
normal seasonal variations in demand for the products 
fabricated from steel then the weighted or adjusted 
production figures could be accepted as indicative of the 
prevailing condition of business and the index would be 
of complete value. But it isn’t, for demand is being 
constantly changed by unexpected developments which 
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Crucial Test 





Courtesy Carnegie-Illinois Steel Corp. 


Filling Ingot Molds 


often set the seasonal pattern at naught and distort the 
business index for all practical lay purposes. 

The results of last summer offer an excellent example 
of such distortion. After the modest spring rise of 1939, 
steel operations declined moderately to 48.3 per cent of 
capacity in April and then started a mild recovery which 
carried operations to 52.4 per cent by July. This was 
fairly in line with the expected seasonal pattern as was 
the advance to 60 per cent of capacity in the first week 
of September. At this time the war in Europe broke 
out and as a result the rate of operations took a jump 
to 72 per cent of capacity the following week and finally 
hit 94.5 per cent of capacity in the last week of Novem- 
ber. From that exalted height the normal decline set 
in, but by the end of December, operations were still at 
75 per cent of capacity and the average for the month 
was 88.3 per cent. The reasons for this sharp advance 
are almost too well known to permit detailed repetition. 
Suffice it to say that it was the result of consumers at- 
tempting to anticipate spring needs before prices would 
advance and also to prevent any shortage of materials 
which might delay the delivery of orders then in hand. 
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The steel industry bent every effort to prevent a 
buyer’s panic, but not until there were heavy orders on 
the books for future delivery. As a result of these 
abnormal developments, unseasonably high steel pro- 
duction activities gave an unusual lift to business indices 
and at the same time prevented the appearance of the 
usual spring demand for steel, since most consumers’ 
spring needs were already on order. It is true that 
actual steel consumption has made a large hole in 
fabricators’ steel inventories, but with steel prices and 
supplies assured for the balance of the half-year, steel 
buyers have had little incentive to accumulate even 
moderately high inventories of unfinished material. 


Steel Production Close to Seasonal Low 


If the rate of steel ingot production had followed the 
normal seasonal trend, output in 1939 would have risen 
to a high of about 68 per cent of capacity in October 
and then would have declined to approximately 65 per 
cent of capacity by the year end. Following the same 
seasonal pattern, production should now be about 75 
per cent of capacity with a peak to be reached some 
time during this month. That is the pattern which 
would be instrumental in holding many of the business 
indices at normal levels, but let us see what actually hap- 
pened in terms of tonnage produced over the period. 
If steel operations actually adhered to the accepted 
seasonal pattern during the period from September 1 
to March 1, the industry as a whole would have produced 
approximately 27,300,000 tons of steel billets. Such an 
estimate takes into consideration a normal seasonal 
decline in late fall and seasonal increases in late winter. 
However, despite the fact that the steel industry did 
not follow the accepted seasonal pattern during the 
similar period, actual production of steel billets was 
close to 33,000,000 tons and thus, on average, did much 
better than expected during the period. With this 
better-than-seasonal production there is little wonder 
that steel activities declined contra-seasonally during 
the late winter and early spring weeks. 

Steel consumer activities have been more prone to 
adhere to conventional practices. Automobile producers 
are gearing output to meet an expected demand of about 
3,800,000 to 4,0000,000 cars. Railroad equipment build- 
ers—with fairly large order backlogs still on hand—are 
operating at satisfactorily high levels, but not sufficiently 
so to make new steel buying imperative. Weather con- 
ditions are not as yet propitious for track work through- 
out the country and heavy construction is being de- 
layed for the same reason. Yet, there is much potential 
activity in both of these lines that will undoubtedly call 
for purchases of steel at a somewhat later date. 

What may be expected of the steel industry over the 
relatively near term is this: steel ingot production is 
currently at about 60 per cent of capacity and may be 
expected to decline somewhat further if only from the 
momentum of the earlier, sharp downswing. Even in 
this not all steel students are in accord, for many indi- 
cate their belief that operations will flatten out at close 
to current levels and the dip, if any, below 60 per cent 
of capacity will be but nominal. However, even if steel 
operations declined as much as 10 per cent below cur- 
rent levels, they would still be equally as good as they 
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were a year ago at this time when output was close to 
51 per cent of capacity and would be better than last 
May when a low of 46 per cent was reached. 

Any further declines will most likely be at a much 
slower pace than in the first part of the year. Among 
the reasons for this belief is the fact that export demand 
—stated in the year-end reviews by the industry to be 
one of major needs of the business—has been gradually 
gaining and, in fact, at the close of March was at the 
highest levels since the war started. Of special signifi- 
cance is the fact that this rising export demand is for 
sheets, bars and semi-finished steels while the demand 
for shell steels continues to be relatively light. Of course, 
if the predicted active prosecution of the war becomes 
a fact, the military steels will increase in volume 
although there is no indication of a near-term subsidance 
in the call for the more prosaic materials. 

Then, too, there is a sharp increase in the number of 
domestic orders, but since they are for relatively small 
tonnage, they have not as yet achieved sufficient ton- 
nage volume to reverse the downtrend in steel pro- 
duction. They are indicative, however, of the fact that 
many consumers are now in need of new steel, but are 
following a highly cautious buying policy since there is 
no incentive for the acquisition of more than day-to- 
day stocks. With the normal seasonal increase in de- 
mand for finished steel products it is probable that not 
only will the number of orders for steel continue to 
increase, but the tonnages involved in each order will 
likewise show considerable gains. 

What may be expected to (Please turn to page 834) 
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The Bankers Challenge the SEC 


Underwriters Shift from Defensive to Offensive in Cam- 


paign to Revise Regulatory Methods and Objectives 


BY WILLIAM L. GREENWAY 


I. the friction between the SEC and various parts of 
the financial community over the last few years there 
can be no disputing the fact that the Commission has 
had most of the fun and all the glory. Practically every 
round has ended in a knockdown and a missing tooth 
for the holding companies, the Stock Exchange, the 
investments trusts, investment bankers or any other 
comers. The SEC began with a clean slate and a 
mandate to accomplish certain highly desirable ends. 
It had no past record to defend, could go all out on 
the offensive without giving its opponents the chance 
to make a united stand at any point. The result of this 
effective strategy has been to put a number of basically 
good laws into operation with a lack of delay rather 
dismaying to some interests in Wall Street. 

It appears now, however, that the running fight 
phase is over. A number of individual signs of stiffen- 
ing resistance have led up to a “thus far and no further” 
resolve which finds the opposition better agreed and 
surer of its ground than at any time since it began to 
take a beating. A good many guessers will be badly 
fooled if this isn’t the time when the SE C will be called 
upon to prove its defensive skill. 

The superficial mark of the change was the dispatch 
the other day of a note to the Commission from the 
Investment Bankers Association. It was out of the 
billet-doux class in both size and sentiment—65 pages, 
and an assortment of barbs that must have hurt, for 
they drew a quick retort in the same spirit from the 
SEC. It brought up three main points in which the 
bankers found the Commission less than perfect, 
although in passing it brought in a number of minor 
indictments such as the charge that a recent request 
for suggestions on certain phases of SEC administra- 
tion had been misleading in its statement of the law. 
It also pointed out that when the T N EC investigated 
the investment banking field it did so under the stage 
management of the SEC and with hand-picked wit- 
nesses. The president of the Bankers Association, in 
fact, was allowed ten minutes in which to present his 
request for a hearing, and nothing has since been 
done to show that even that amount of time was not 
wasted. 
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But the meat of the letter lay in the three points— 
first, the objection to broad application of a rule requir- 
ing competitive bidding for new issues by bankers; 
second, the charge that the SEC exceeds the purposes 
of the laws it administers; third, the charge that its 
policies impede the flow of capital and the movement 
toward industrial recovery and full employment. On 
these grounds it is demanded that an independent 
investigation be made both of the laws and _ their 
administration. 

It is easy for an onlooker to pass off another’s quarrel 
with the cliché that there’s something to be said on 
both sides. There always is. Yet in this case a great 
many more people than the bankers are affected if half 
what they charge is true. Is it possible that the SEC, 
which this publication has consistently endorsed in its 
objectives and its general methods, has arrived at the 
point where any further cracking down will damage the 
whole economy? 


“Compromise and Adjustment" 


Strangely, the Commission itself had only recently 
stated its attitude in a most encouraging way. “It seems 
clear,” ran the statement, “that the only course open 
to the Commission is to adopt regulations which can 
be revised from time to time as we see how they actually 
work. Such regulations must reconcile, as far as pos- 
sible, the often conflicting objectives of protecting 
purchasers of securities, on the one hand, and of pre- 
serving the ready flow of capital into industry on the 
other. 

“Here, as in most other fields of human activity, 
perfection is an unattainable ideal. Compromise and 
adjustment are inescapable.” 

Compromise does not appear very near, though, on 
any of the three questions now raised. Take the com- 
petitive bidding impasse. It all springs from the insist- 
ence upon arms-length bargaining, specifically in the 
case of utility holding companies, with which very few 
quarrel. Never again, it is to be hoped, will terms for 
the sale of securities be worked out by parties which 
have an interest counter to that of the issuing company, 
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which stand to gain by whatever the company loses. 
But going beyond arms-length bargaining as between 
two entirely separate parties, there is a drive to spread 
the practice of throwing open to all firms the bidding 
for a new issue, with the highest price winning. 

The bankers contend that best results come from 
the established system of a fixed relationship between 
the corporation and its financial mentors who know its 
problems and its needs, study and plan for the future. 
Mr. Harold Stanley made a rounded, moderate state- 
ment of the case and distributed it to members of the 
TNEC. Others do much poorer jobs, particularly 
when they claim that a company’s bankers see it 
through lean times and imply that they put up their 
own capital in desperate moments when it can be found 
nowhere else. They do their cause no good by over- 
statement. 


Spread Is Known 


The fact to remember is that the S E C and everyone 
else know the spread between the price the banker 
pays the company and the price at which he sells the 
issue to the public. If unfair, the sale can and should 
be stopped. Assuming that the spread is reasonable, 
the issue boils down to finding the price and terms 
fairest to both borrowing company and the public. If 
the offering is priced too low, then the public gains 
what the company loses. The United States Govern- 
ment habitually plans its new issues to be a shade more 
attractive than necessary and to go to premiums in the 








With this system the country is through; good credit 
risks no longer depend upon one banker. Whether by 
competitive bidding or any other bargaining process, the 
prices arrived at today represent nothing more nor less 
than attempts to gauge what the market will pay. 

As for the charge that the SEC exceeds its powers 
under the laws it administers, that can be considered 
on two different sets of grounds. Anyone who wants a 
legalistic answer had better consult a lawyer. The 
chances are that he would find a strong case ready to 
support the bankers’ allegations. The SEC, however, 
can quite properly claim that it has attempted to enforce 
the law as it considers best for its purpose. It can defend 
the original purposes of the Securities Act of 1933 and the 
laws since passed, claiming that Congress deliberately 
left wide latitude for administrative discretion, rather 
than attempt in advance to anticipate all the possible 
quirks of evasion or modification that might arise. 

Even with such a defense, there is the chance that a 
Congressional investigation will find conditions changed 
to the extent of requiring a revision of the laws. In cer- 
tain respects they could well be relaxed, in many they 
should be more closely written to eliminate doubts as to 
future S EC policies which might be expected to change 
as personnel changes. Anything that can be done to 
make the rules of the game clearer and less subject to 
arbitrary twisting will be an improvement from all angles. 

On the other hand, there is very little basis for such 
statements as that of Representative Cox, of Georgia: 
“The SEC as now functioning is rapidly falling to 
the low level of the N L R B, (Please turn to page 836) 





open market. Exactly that happens when a 
corporate issue is underpriced. If the bargain 
turns out a poor one for the buyers, on the 
other hand, the company is the richer by 
what the public has lost, so far as that par- 
ticular issue is concerned. Indirectly, the 
interest of the S E C in protecting the pub- 
lic is to see that the price is not too high in 
relation to current conditions which are easily 
ascertainable by observing the price of com- 
parable listed issues. Competitive bidding, 
where the competition is at all keen, would 
seem more likely to produce higher prices 
than the present system. In either case, 
overpriced or underpriced, the interest of 
the banker should be confined to the spread 
out of which his profits come. Under condi- 
tions as they stand today, the banker has 
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every inducement to set a fair price to the 
best of his ability. 

The drive for competitive bidding is con- 
centrated on utility holding companies, but 
its sponsors also object to what they con- 
sider a monopoly in New York of the invest- 
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ment banking business. When the bankers 
controlled the purse strings, borrowers had 
to do business on their terms and lenders 
were also forced to play ball, occasionally 
taking a less attractive issue so they would 
be kept on the list for future plums. A few 
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banking directors on the boards of impor- 
tant companies could see to it that the busi- 
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Time: The first day of spring, 1940. 
Place: The North Sea. 


Action: The Christiansborg, 3,270-ton Danish cargo boat 
out of Copenhagen and bound for Glasgow, is tor- 
pedoed and sunk without warning. 


That little drama was merely one more episode in the 
two-a-day show that has been running since the begin- 
ning of war last fall and, as such, attracted little attention 
in the day’s news. Yet its very commonness was sig- 
nificant in that it marked the hazards and losses that 
for the second time in a generation face most of the 
world’s merchant shipping. 

It is pretty widely appreciated by now that World 
War precedent is of strictly limited usefulness in judging 
the consequences of the present conflict with respect to 
any given industry. Not only is this an entirely different 
sort of war but, economically speaking, it is being fought 
in an entirely different sort of world. That difference is 
nowhere more apparent than at sea. Yet it serves to 
emphasize the few important similarities there are be- 
tween the present situation and that of 1914-18. 

These may be summed up under the head of inter- 
national trade dislocations that are the inevitable result 
of any struggle involving one or more major sea powers. 
They include the disruption of normal trading opera- 
tions and routes, the partial paralysis of port facilities, 
the diversion of belligerent ships and ports to military 
uses and, almost invariably, broad advances in shipping 
rates and ship operating costs. All of these factors are 
operative today as they were in the last war, but their 
significance as regards our own shipping industry, and our 
shipbuilders and transcontinental rail systems as well, is 
modified by various major changes that have occurred in 
shipping and elsewhere in the past twenty-five years. 

At the outset of the present war, for example, the 
world’s merchant marine was about 52 per cent larger 
than in 1914, amounting to some 68,500,000 tons last 
June 30 against 45,400,000 a quarter century earlier. 
Also, merchant shipping is now much more efficient per 
ton due not only to increased speeds, but also to marked 
improvements in port facilities and loading equipment. 

There has been no important change in the size of the 
combined British and French fleets, but neutral tonnage, 
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On the Edge of a Boom? 


BY WARD GATES 


especially that of the United States, has gained sharply. 
Apart from lake vessels, which have not increased much 
and will not affect the picture anyhow unless the short- 
age of seagoing bottoms becomes such as to prompt 
their diversion to ocean routes, the U. S. fleet now totals 
more than 9,000,000 tons as contrasted with less than 
3,000,000 in 1914. Our ocean tonnage accounts for about 
14 per cent of the world total and over 25 per cent of the 
neutral total. 

These figures somewhat exaggerate the importance of 
the United States as a maritime power, however, for at 
the outbreak of war a good 20 per cent of our vessels 
were laid up (against about 414 per cent for the world 
at large) and much of our fleet is sadly obsolete. Tankers 
comprise the most modern part, averaging about 17 
years in age; passenger vessels run about 22 years and 
freighters around 24. Only 6 per cent of our merchant 
marine is less than five years old as compared with a 
range of 20 to 27 per cent for the four other leading 
maritime nations (United Kingdom, Japan, Norway 
and Germany), and half our fleet is over 21 years against 
an average of little more than a quarter for the same 
four other countries. Also U.S. vessels are slow; 70 per 
cent of them make less than 12 knots as compared with 
only 45 per cent in the case of Britain. 

In comparing the present situation with that obtain- 
ing at the outset of the last war, account must be taken 
not only of the increased size and efficiency of the world’s 
merchant marine, but also of its relation to the volume 
of world trade. Imports plus exports of 102 countries 
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more than a year from keel-laying to launch- 
ing, but a vessel of this size was recently 
launched in Britain in three months’ time. 

What all this boils down to, of course, is 
that when the present war broke out and 
as things still stand today, the world’s mer- 
chant marine is far better prepared, from the 
standpoint of overall capacity as well as 
capacity in relation to normal trade needs, 
to meet the strains and stresses of war than 
it was in 1914-18. Moreover, if the tonnage 
of sea-borne trade of the belligerents and 
neutrals alike follows the course it did in the 
last war, a considerable decrease will be seen. 
In a recent study of the shipping situation, 
the Survey of Current Business, published 
by the U. S. Commerce Department, goes 
so far as to say that “Combining the ex- 
pected sharp decline in the tonnage of bel- 
ligerent trade with the prospects of neutrals 
around the war zone and elsewhere, the 
result indicates not only no likely increase 
in the aggregate tonnage of world trade, 
but a possible decrease of substantial pro- 
portions.” 

And yet, as is apparent from shipping 
rates which have risen 20 and 30 per cent 
to South America, 75 per cent to the Medi- 
terranean and 120 per cent to channel ports, 
war has again resulted in a ship shortage 
which, far from being ameliorated in the 
near future, may very well become more 
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in 1913 amounted to $41,838,000,000, but in 1937, the 
best recent year, this figure had shrunk to $31,223,000,000. 
Since world price levels rose during the interim, the 
decline in physical quantity of goods exchanged between 
nations was even greater. All of which ties in with the 
fact that percentage gains in entrances and clearances 
in world ports failed to keep up with the increase in 
merchant tonnage. It is also probable that, as a result 
of shipping subsidies, loads per ship in recent years have 
been considerably smaller in relation to capacity than 
in 1913. 

Again, as contrasted with the near-stagnation in ship- 
building activity that prevailed in the belligerent nations 
during the last war, and in this country as well until 
our entrance, estimates indicate that world shipyards 
were already operating in the neighborhood of 75 per 
cent of capacity last June and that output has been 
stepped up substantially since then. But lest it be 
assumed from this that ship production cannot be fur- 
ther increased, it must be remembered that shipbuilding 
capacity is quite elastic. 

The capacity of a shipway at any oné time is arbi- 
trarily reckoned according to the size of the vessel then 
under construction which, obviously, is frequently less 
than the maximum that the way can accommodate. 
Moreover, by resort to night shifts, to standardization 
of ship designs and to launchings at earlier stages of 
completion, rate of output can be stepped up appre- 
ciably. An ordinary cargo vessel of, say, 10,000 tons 
may normally require anywhere from nine months to 
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acute, depending in large degree on the suc- 
cess of German warfare at sea. 

When the Christiansborg went down, it followed 438 
other vessels that, by official admission, have met a simi- 
lar fate since September 3. It brought total admitted 
belligerent and neutral losses to 1,517,274 tons, or more 
than half of total world launchings in the fairly active 
shipbuilding year 1938. The monthly average of 225,300 
tons sunk so far in this war, however, is considerably 
under the 302,000 ton average for the entirety of the 
last war and far under the average of 642,800 tons that 
prevailed in the first six months of unrestricted sub- 
marine warfare in 1917. 


Squeeze in Shipping Will Continue 


Can and will Germany materially increase its present 
rate of destruction? No one can offer a positive answer 
to that question since, though the submarine menace is 
now being held pretty well in check through the convoy 
system and an answer has apparently been found to the 
magnetic mine, aircraft effectiveness in a large scale 
campaign against shipping remains a matter of con- 
jecture. But whether or not sinkings increase, the 
squeeze in shipping seems destined to continue. The 
mere threat of losses and the precautions that must 
consequently be taken, even if the losses themselves 
continue moderate, insure that. 

Consider the reduced efficiency of Allied and Euro- 
pean neutral shipping arising from the blockade and 
convoy system. Ships are frequently held up for hours 
and days on end at contraband stations and circuitous 
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Charles Phelps Cushing 


Rigging a ship in the fitting basin at the Sun Shipbuilding Co.'s yards at Chester, Pa. 


routes are often resorted to. As for convoys, vessels to 
be escorted must first go to the port of assembly and 
lie there while the convoy is being assembled. Once 
under way, the speed of the convoy is reduced to that 
of the slowest ship and a zig-zag course is generally fol- 
lowed. Also port congestion is increased by the arrival 
and departure of ships in large groups rather than singly. 
A partially offsetting factor, but only partially, is that 
vessels typically carry fuller cargoes than under ordinary 
circumstances. 

An almost immediate effect of the war, of course, was 
the sweeping of Germany’s 4,500,000-ton merchant 
marine from the seas. This reduction in available ton- 
nage, however, is balanced by the virtual stoppage of 
German ocean trade except in the Baltic. The Reich’s 
merchant shipping amounts to 64% per cent of world 
tonnage, while its former sea trade, as measured by port 
entrances and clearances, accounted for about 7 per cent 
of the total sea trade of the world. Germany’s sea trade 
has not entirely vanished for much of it has merely been 
diverted to adjacent neutrals, but it is expected that 
this traffic will also decline with stricter British 
rationing of neutral imports and seizure of goods of 
German origin. 

As for American ship operators, the war had its chief 
effect through the operation of the Neutrality Act. 
Pursuant to the law, the President determined a combat 
zone, comprising the Baltic, the North Sea and the 
waters of the Atlantic around Britain and _ western 
France, from which American flag vessels are barred. 
A secondary restricted zone was also determined which 
includes the Black Sea, the Mediterranean and most of 
the North Atlantic as far west as Canada and wherein 
U. S. ships are forbidden to enter belligerent ports if 
carrying passengers or cargo. 
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With the establishment of 
these zones, 83 American ships, 
aggregating some 530,000 tons 
and constituting about one-third 
of all our overseas shipping, 
were thrown out of operation. 
At first it seemed like a body 
blow to America’s merchant 
marine which, however, not only 
survived but has since actually 
turned the situation to its own 
advantage. 

By January, all idle vessels 
had been returned to service in 
one part of the world or an- 
other. Some were diverted to 
new routes while others were 
sold or chartered to foreign 
operators. Moreover, the larger 
operators of northern transatlan- 
tic lines have taken steps to 
preserve their competitive posi- 
tions after the war either by 
chartering foreign flag tonnage 
or by becoming agents for for- 
eign buyers of their ships. 
United States Lines, for exam- 
ple, transferred eight vessels to 
a Norwegian concern in which 
it acquired a 40 per cent stock interest. 

Disposal of American ships abroad did not stop with 
the solution of the initial problem of idle tonnage, how- 
ever, for ship prices have skyrocketed, resulting in a 
brisk and profitable business for shipping concerns, the 
Maritime Commission and private speculators. At least 
one company (Gulf-Pacific Lines) has sold its entire 
fleet. Many of the vessels that are passing to foreign 
hands are over-age; the funds realized from their sale 
and available for construction of new ships constitute 
a windfall that only war could have brought about. 


Profits in Uptrend 


Entirely apart from ship sales, American shipping 
lines are cashing in handsomely on the present situation. 
Operating costs, notably fuel, wages and insurance, have 
increased substantially, but rates have climbed even 
faster and wider profit margins are the rule. Interna- 
tional Mercantile Marine, whose principal subsidiary is 
U.S. Lines, has not operated in the black since 1930 but 
may do so this year. 

Intercoastal lines are also doing well. Quite a few 
vessels have been drawn into foreign service and this, 
together with a substantial increase in intercoastal traf- 
fic, has increased cargoes of remaining vessels to near- 
capacity. Withdrawal of some intercoastal vessels has 
left American-Hawaiian and the Luckenbach Line as 
the only general carriers between East and West Coasts. 
U. S. Steel’s Isthmian Line and Bethlehem’s Calmar 
are understood to have all they can do to handle the 
traffic in their own products, while Panama-Pacific, hav- 
ing extended its routes to the Far East, now has little 
space available for coast-to-coast cargo. Coastwise and 
Gulf lines like Atlantic, Gulf & West Indies, Eastern 
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Steamship and Merchants & Miners have been less 
directly aided by the squeeze in international shipping 
but should nonetheless see some earnings progress 
this year. 

Needless to say, shipbuilding activity, already at a 
good level at the outbreak of war, has been further 
stimulated since. As of March 1, there were 249 vessels 
of 1,179,240 gross tons under construction in U. S. yards 
as compared with 180 totaling 697,110 tons on March 1, 
1939. The Maritime Commission’s building program is 
largely responsible though the program has undoubtedly 
gotten a strong boost from the war and resultant ship 
sales. The Commission’s ten-year goal of 500 new ships 
at a total cost of more than $1,000,000,000 is coming 
steadily closer with contract awards at the beginning 
of February having reached a total of close to $430,- 
000,000 for 142 ships. Bethlehem Steel has gotten the 
lion’s share of the business—$75,562,398—while Sun, 
Federal (U. S. Steel) and Newport News were next, 
each with Commission business of from $50,000,000 to 
$60,000,000. Other concerns, such as Electric Boat and 
New York Shipbuilding, not sharing in the Commis- 
sion’s awards, are nonetheless making capital of the 
Navy’s building program. Year-end unfilled orders of 
both were sufficient to sustain operations virtually at 
capacity for the whole of 1940. The same is true of 
Bath Iron Works. Over and above domestic naval and 
merchant business, there is also the possibility, should 
English shipyards be bombed, that American ship- 
builders will receive substantial orders from Britain. 

Repercussions of the shipping situation, if it becomes 
more acute, will probably be felt not only at sea but also 
on land. To the extent that coastwise and intercoastal 
rates continue to rise, some freight traffic will be diverted 
from water to rail routes with a resultant beneficial 
effect on the long-haul business for eastern trunk lines 
and the western systems that tie in with them at Chicago 
and St. Louis. Also, North-South roads like Atlantic 
Coast Line and Seaboard Airline in the East, South- 
ern Pacific and others in the West, would stand to 
share some of this business. 


Coming back to ocean shipping, there is one restric- 
tion on earnings gains of overseas ship operators that 
should be borne in mind. This is that since the purpose 
of Federal subsidies is primarily to meet foreign compe- 
tition rather than to insure private enterprise a hand- 
some profit, subsidy recipients are subject to close 
governmental regulation. Moreover, 50 per cent of all 
profits over an annual average of 10 per cent on capital 
invested in subsidized vessels must be returned to the 
Government. 


A Rare Opportunity 


All things considered, however, there is little question 
but that America’s merchant marine faces the greatest 
opportunity in a generation. It is doubtful that our fleet 
will be greatly expanded during the course of the war— 
that is not the aim of either Federal authorities or pri- 
vate operators. Rather, it is expected that if the war 
continues, ultimate peace will find us with one of the 
world’s most modern and efficient merchant fleets which, 
moreover, will have been constructed largely at the 
expense of other nations which are so obligingly taking 
decrepit and outdated tonnage off our hands at prices 
high enough to enable us to replace them with virtually 
a like amount of new tonnage. 

Of course, from an investment standpoint, the situa- 
tion is not without its hazards. While our merchant 
fleet should be well prepared to meet foreign competition 
when peace comes, it is likely that, as was the case after 
the last war, a large surplus of unneeded vessels will 
become available. This assumes that construction dur- 
ing the period of hostilities will go forward more rapidly 
than sinkings and that work under way at the close of 
the war will be carried on to completion in the following 
two or three years. That looms as a problem for the 
future, and one not to be lost sight of merely because 
it still seems a long way off. Meanwhile, however, 


shipping and shipbuilding are in the throes of a full- 
fledged boom which may subsequently be enjoyed in 
part by some of our domestic rail systems. 
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Investing In “Secondary” Stocks 


Conducted by J. S. WILLIAMS 


j- best investment opportunities are not always to 
be found in the better known stocks. Perhaps no issue 
is better known to the investing public than is U. S. 
Steel common. Yet during the past seven years common 
stockholders of this company received only $1 in divi- 
dends before the recent surprise payment. While it is 
true, of course, that during this period numerous oppor- 
tunities have been afforded for profitable speculation in 
“X,” from the standpoint of the individual who of 
necessity requires a sustained and dependable income 
from his investments, U. S. Steel common would have 
been a disappointing commitment, to say the least. 

At the same time, it is admitted that such well known 
stocks as American Telephone & Telegraph, General 
Motors, and Allied Chemical & Dye are justly entitled 
to be included among the more superior common stock 
investments. The point of this discussion, however, is 
that investors as a whole are prone to overlook the 
sound investment values to be found among those 
stocks, which for lack of a more adequate description, 
are generally classified as secondary issues. 

Any reference to secondary issues might seem to imply 
the presence of inferior characteristics. In the case of 
many secondary issues, however, such an implication is 
more apparent than real. In short some secondary 
issues are first grade investments. 

The secondary appendage may be given to an issue for 
any number of reasons. The issuing company may not 
be one of the more prominent units in its particular 
field. The shares may lack aggressive market sponsor- 
ship. Marketability may appear to be too restricted. 
The industry may be one which embodies staid rather 
than dynamic characteristics. 

All of these “handicaps” might apply to a particular 
issue, only to find that on such important scores as sus- 
tained earning power and dependable dividends it quali- 
fies adequately. it is manifestly unfair to lump such 
issues under a general characterization which also in- 
cludes the shares of marginal companies, whose past 
record and prospects would not even stand the most 
elementary investment tests. The investor is well ad- 
vised to keep strictly away from “secondary” issues of 
the latter type. 
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But at the same time there is no valid reason for 
excluding all secondary issues, merely as such, from 
investment consideration. 

It may be granted that a particular company is one of 
the lesser lights in its particular industry. Examination 
of its record, however, might well reveal the surprising 
fact that year in and year out its record has been rela- 
tively better than that of its larger rivals—better in 
fact than that for its industry as a whole. There are 
actually quite a number of such companies. 

Such being the case why is it, one may ask, that the 
shares of these companies usually sell on a more generous 
yield basis and at a lower price-earnings ratio than the 
shares of the larger but relatively less successful com- 
panies in the same field? There may be various reasons, 
most of which, however, have little or no bearing on 
investment values. 

For one thing, most of these issues are not as well 
known to the investing public as those of companies 
which number their individual stockholders in the tens of 
thousands. As a result market activity is comparatively 
restricled. Rarely are the better grade issues among 
secondary issues to be found among the favorites of the 
stock trading fraternity, nor are they included in the 
more sensitive averages. They are not popular with 
investment trusts. 

While this combination of reasons may convict an 
issue of being inactive and lacking in stock market sex 
appeal, there is certainly nothing in them detrimental 
to its merit as an investment medium. Like the many 
flashy gadgets one frequently sees on an automobile, 
they may be nice to have but add to the cost without 
improving the performance. The degree of marketabil- 
ity is, to be sure, a factor which must be taken into con- 
sideration in the choice of any investment. But there is 
no reason why bona fide investors should purchase 
and pay a premium for an issue merely because it can 
be sold on a moment’s notice. 

The shares of those companies which are well public- 
ized both in the press and on the stock exchange com- 
mand a premium. They are the prima donnas and are 
treated as such, but actually they may have less to offer 
the investor than the more staid Mary Janes. 
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In support of the case in favor of 
secondary common stocks it is by 
no means necessary to discard 
those factors which are the essential 
bases of all common stock invest- 
ment: well sustained earning power, 
arecord of continuous dividend pay- 


Issue 
American Cyanimid “‘B"’ 
Victor Chemical 


: . : J. J. Newberry 
ments, balanced capitalization, and —H.L. Green. 
a sound financial position. All of — S.H. Kress... 


H. L. Walgreen 
Phillip Morris. 
Mead Johnson 
Bower Roller Bearing 


these are vital considerations, yet 
the adequacy of their support from 
the standpoint of company’s com- 
mon stock is not impaired merely 
because they are relative rather than 
outstanding. 

A company may be head and 
shoulders above its rivals in the 
matter of size and scope of activ- 
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ities. But size alone does not guar- — General Telephone 
antee the best investment results. General Shoe... 
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United States Steel, several small 
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Earned Per Share 1940 Price Range Recent Divi- 

1939 1938 High Low Price dends Yield 
$1.25 $.53 39%, 31%, 3812 $.60* 1.5% 
1.59 1.05 3114 283, 31 1.00 3.2 
5.44 4.04 52 40 52 2.40 4.6 
2.83 3.02 3414 30%, 34 2.50 7.0 
1.93 1.38 2914 25 274 1.60 5.8 
11.87 1.25 221% 20% 2114 1.60 7.4 
8.00 7.50 95% 883, 9114 5.00 5.4 
10.27 9.03 167 152% 166 7.00 4.2 
2.09 -72 35% 3114 33 3.00 9.1 
3.90 1.33 351% 27% 331% 1.00 3.0 
5.42 -96 43% 351% 41 1.60 4.0 
2.89 3.41 281% 25 26% 1.69 6.0 
3.02 1.17 37%, 293/5 36 1.20 3.3 
4.00 4.11 521% 49%, 49, 3.00 6.0 
3.08 d0.10 271% 26 27 1.60 5.9 
2.12 1.64 2454 19%, 24 1.20 5.0 
1.41 1.27 15% 1414 15 1.20 8.0 
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companies in the steel industry, 
notably Inland Steel and National Steel, have given a 
much better account of themselves, year in and year out, 
from the standpoint of their common stockholders. The 
same holds true in other industries such as electrical 
equipment, farm machinery, business equipment, ma- 
chine tools and automobile parts and accessories. 

In the consumers’ goods industries the line of demarca- 
tion between the leaders and the runners-up is perhaps 
not as pronounced as in the capital goods industries. 
Nevertheless such fields as retail trade, chain stores, 
tobacco, drugs, etc., afford many examples of smaller 
units whose record on all counts stacks up very favorably 
with the showing of the recognized leaders. 

The automobile industry is probably the outstanding 
exception where the smaller units have been conspicu- 
ously unsuccessful in making any consistent progress 
against the well entrenched leadership of the Big Three 
—Ford, General Motors and Chrysler. Between them, 
these three companies have garnered about 89 per cent 
of the new car market, and it is only in exceptionally 
good years that perhaps one or two of the smaller 
manufacturers are able to show any profits at all. If 
anything, however, this outstanding exception further 
strengthens the case in favor of secondary stocks. 

A comparatively small company quite conceivably 
may enjoy certain very definite advantages which are 
denied the corporate giants. Being smaller and more 
compact, the secondary company may have a greater 
measure of operating flexibility in coping with the rapidly 
changing conditions which have become a major factor 
in our industrial economy over the past decade. The 
problems of inventory handling, wages, etc., which are 
so closely interwoven with costs and profits are likely 
to lend themselves more readily and promptly to effective 
solution in a well managed smaller enterprise than in one 
having vast ramifications. 

Nor, as a general rule, is there any valid reason for 
assuming that a smaller, but aggressive, company, is 
necessarily lacking in competitive vitality. In fact, it 
might be reasoned logically that the opportunities for 
growth are relatvely greater in the case of a well man- 
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aged secondary company than they are in the case of 
those companies which have attained their maximum 
growth—to the point of stability, if not retrogression. 

During the past several years, investors have given 
increasing attention to the shares of those companies 
credited with having a strong “growth” factor. The 
most favored growth issues, as a result, command a more 
or less sizable market premium, which can only be 
justified on the assumption that growth in the future will 
be on a scale fully as impressive as that in the past. 

It does not necessarily follow that future growth of 
these companies will be retarded, but it must be con- 
ceded that in paying a substantial premium for past 
performance, the investor is assuming a measure of 
speculative risk which may be larger than he realizes. 

On the other hand, investigation will disclose numer- 
ous secondary companies which in recent years have 
shown persistent growth both in the scope of their 
activities and earning power. Because, however, they 
are secondary companies, and their affairs less actively 
publicized than are those of the larger units in the same 
field, their shares are obtainable at prices which repre- 
sent a conservative ratio to earnings and dividends. 
These issues promise possibilities for future growth at 
least relatively equal to those of the larger companies 
in the same field, and in the long run they may yield 
more substantial returns both in dividends and capital 
appreciation. 

In addition to the several practical factors in favor 
of secondary common stocks which have been mentioned 
in this discussion, there are also several technical factors 
which should be borne in mind in any consideration of 
the relative merits of the better known common stocks 
and secondary issues. These technical factors for the 
most part arise from conditions which are the products 
of the political and economic events of recent years. 
They include (1) the large volume of foreign funds 
invested in leading American common stocks as a pro- 
tective measure, and largely without regard for earnings 
or dividends, (2) thin markets which tend to freeze 
large blocks of leading common (Please turn to page 835) 












Utility Values That Will Stand 


Holding Company Integration Will Not Be Completed 


for Many Years and Sound Investments 
Will Not Be Destroyed 


BY FRANCIS C. FULLERTON 


i five years ago the many ills and tribulations that 
plagued the public utility industry from the lush days of 
the twenties reached an apex when the U. S. Senate 
passed the Public Utility Holding Company Act. At 
the time of the Act’s passing it was not what you might 
call a highly popular cause but in those days, the Senate 
was more complacent to “must” legislation orders and 
the Act was passed with the encouraging majority of 
one vote. Among the provisions of the Act was 
the fateful Section 11B, popularly—or if you are 
a holder of Holding Company securities, un- 
popularly—known as the “Death Sentence.” 
While the political sport of “hounding the util- 
ities” has been neglected of late in favor of more 
defenseless objects at which political candidates 
can “point with scorn” and “view with alarm,” 
the Act is still on the books and the Securities 
Exchange Commission has celebrated the fifth 
unniversary of the passing of the Act by ful- 
filling its mandatory duty to serve “show-cause” 
orders on nine of the largest, solvent systems, 
representing about 64 per cent of the $14 billion 
value placed upon all of the assets of the regis- 
tered holding companies. 

At the first blush it looked as if the act might 
spell the elimination of a large part of the public’s 
investments in the utility field but despite the 
fact that Section 11B of the Act calls for cor- 
porate simplification and limits holdings to “a 
single integrated public utility system,” there 
are many favorable factors and potentialities 
which could perhaps nullify or at least strongly 
modify, the intentions of the more radical pro- 
ponents of the Act. Indeed, there are so many 
possibilities which might spell reprieve, or even 
pardon, for the condemned that the situation is 
far from bleak. The outlook is certainly not 
quite as bleak as some of the prevailing quota- 
tions for public utility holding company shares 
would lead us to believe. 

Of course it is as yet too early to say just how 
well each of the many public utility companies 
will fare in their individual cases but the investor 
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should bear in mind that the Securities Exchange Com- 
mission was formed to protect investments and, as was 
the case in Utilities Power & Light affair, the S E C has 
made every effort to protect any of the securities in 
which a sound present or future value could be demon- 
strated. If the various securities held by the individual 
holding companies are carried at prices warranted by 
demonstrated earning power, there seems little to be 
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feared from the effects of complying 
with Section 11B of the Act. 

The problem of integration is far 
from simple. It varies with each of 
the individual companies. The law 
requires that a holding company’s 








Table of Approximate Asset Values of 11 Leading Holding 
Companies with Earnings and Redemption Prices 














operating subsidiaries be grouped into Call wae “ Recent 
a single system, actually intercon- ‘Security Price Share Value — Price 

nected or capable of interconnection, AmeticenG. &E. $4.75 pid... eee, 110 37.56 $550 100N 
confined in operations to a single Mieasigees G. GE. COMIN, « & <.5.< con 5 ki6 kb ines cecdeeeede «ne 2.50 38 35 
contiguous territory and of such size American Power & Light $6 pfd.................. 115 E5.80 65 56 
that the benefits of local management veal Power & Light "A" $5 pfd.............. 110 5.80 in 47 

ji z F P ‘ American Power & Light common................. eae E .20 Nil 3% 

will not be impaired. While that is; casita ace 

sae 0 ees 110 8.94 67 66 
the letter of the law, the Commission ,¢ ae Ween as p- Nil 1 
is given considerable discretion so ElecticB. aS, $6 AT eee Mine? e: 110 6.67 115 70 
that it is possible for a single holding Electric B. aS. $5 pld.................... 110 6.67 115 61 
company to own more than one in- Electric B. &$. common........... ne .24 5 6 
tegrated system providing that such Electric Power & Light 1st $7 pld.. 110 E5.75 43 30 
additional systems be located wholly Electric Power & Light 1st $6 pfd.... 110 E5.75 43 26 
within the confines of a single State Electric Power & Light 2nd $6 pfd.. 105 Ed10.00 Nil 13 
or adjacent States and that they mai Power & Light common...... aoe Ed .39 Nil 5 
cannot be operated independently minal sige nian $5 pfd..... 105 12.43 137 80 
elthent the tel of icienen pon with. Engineer's Public Service $5.50 pfd.. 110 12.43 137 86 
ae . Engineer's Public Service $6 pfd.... 110 12.43 137 93 
out the sacrifice of operating econo- Engineer's Public Service common.......... aia 1.55 8 9 
miles. Federal Light & Traction $6 pfd. . 110 E38.00 350 102 
Some of the holding companies will Federal Light & Traction common.................... aes E 2.75 21 18 
find integration a problem of little National Power & Light $6 pfd....6...2. 2... eee, 110 E27.00 330 95 
moment. For instance, Niagara Hud- _ National Power & Light common. . . see 1.10 13 8 
son Power Co. operates solely within North American Co. 6% pfd...... 55 E15.00 225 58 
the boundaries of the State of New North American Co. 534% pid 55 E15.00 225 57 
York and as such is not amenable to North American Co. common. adie ie ” 
the Act. United Corp. is considered pay viinipnanleseiananaam 7 " _ 
° ao United Corp. common........ ; ad .07 2 2 
to be . holding Somapeny within the United Gas Improvement $5 pfd...... 110 E38.00 650 120 
meaning of the Act but, as the com- United Gas Improvement common E 1.10 18 13 


pany has long contended, it is actually 
an investment trust with a portfolio 
of sound, seasoned public utility stocks 
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having ready marketability which 

would permit prompt liquidation and re-investment in 
other, non-utility shares if it were necessary to do so. 
American & Foreign Power Co. falls outside of the scope 
of the Act since all of its operations are outside of the 
territorial limits of the United States. International 
Hydro-Electric Corp. is also primarily foreign in its 
interest but its one American investment of importance 
is the New England Power Association which is almost 
wholly integrated. Others include American Super- 
power—practically an investment trust and American 
Water Works Co. whose integration proposals have al- 
ready been accepted by the Commission. 

In addition to the companies mentioned above there 
are a few whose problem is relatively simple. For in- 
stance, Columbia Gas & Electric has but one interest 
outside of its natural gas business. That is its invest- 
ments in Columbia Oil & Gasoline which represents a 
previous segregation of Columbia Gas’ oil properties. 

The company proposes to sell its interest in the oil and 
gas affiliate and when this has been accomplished it is 
expected that the Commission will declare Columbia Gas 
& Electric to be within the limits of Section 11B of the 
Act. Electric Power & Light does not seem to have any 
insurmountable difficulties in the way of achieving in- 
tegration since most of its southern properties are al- 
ready interconnected and its non-integrated properties 
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could readily be connected with certain of Electric Bond 
& Share’s northwestern holdings. United Gas Improve- 
ment has two groups of properties which are not sus- 
ceptible to interconnection. However, the major hold- 
ings—which contribute nearly three-quarters of the 
company’s total income—are interconnected and lie in 
contiguous States while the Connecticut properties which 
account for about one-sixth of U.G.I. consolidated in- 
come, are readily saleable. 

To swing to the other end of the spectrum, there are 
some holding companies whose interests are so wide- 
spread and diverse that it is difficult to see in what man- 
ner they can satisfy the requirements of the Act. For 
instance, Engineers Public Service’s properties are scat- 
tered through Virginia, North Carolina, Georgia, Florida, 
Louisiana, Texas, Nebraska, Missouri and Washington 
with further small, isolated holdings in Wyoming and 
Colorado. Additional complications exist in fact that 
some Federal projects compete with several of the com- 
pany’s less profitable subsidiaries. North American 
Company’s problem is complicated by the fact that its 
major properties are located in remote sections of the 
middle-west and in addition, the company has a large, 
although non-controlling interest in Detroit Edison and 
Pacific Gas & Electric Co. North American Co. has, 
however, been simplifying its capital structure; the dis- 
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two second degree companies which in turn 
control about twenty-six third degree com. 
panies who in turn control sixteen operating 
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are in the hands of the public. From the 
foregoing it is easy to see that those com- 
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panies with the simplest capital structure 
and close knit properties will have the least 
difficulty in conforming to the act while 
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those that are complicated as to structure 
and have widespread properties will find it 
hard to secure the Commissions’s approval 
of any integration plans that they may sub- 
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mit. Even in the most difficult of cases, 
however, there is some degree of hope since 
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it is not likely that the companies involved 
would accept any confiscatory Commission 
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ruling without a strong fight and, moreover, 
the Commission has indicated that it will do 











nothing hastily. And then too, it is quite 
possible that if any fight does develop out of 








solution of North American Edison Company—the inter- 
mediate holding company of the system—early in 1939 
being the most important step toward that end. 

Standard Gas & Electric Co. is the problem child of the 
entire situation. Except for the Wisconsin-Minnesota 
holdings, none of the properties scattered throughout 
twenty States are subject to interconnection and in addi- 
tion, several of its largest subsidiaries cannot fit into the 
integration plans of any other system. Beside all of 
these, Standard Gas & Electric Co. is itself in bankruptcy 
as are some of the subsidiaries. From what is now ap- 
parent it would seem as if Standard Gas & Electric is 
one of the holding companies that will have to be at 
least partially dismembered to conform with even the 
most lenient interpretation of the Act. 

American Power & Light will also have some difficulty 
in achieving satisfactory integration since its properties 
are widely scattered and the only contiguous group that 
might be integrated contributes but 40 per cent of gross 
earnings. The company has properties in Texas that 
might fit into Electric Bond & Share’s system but there 
are other properties in the same State that do not have 
such an advantage. Two of the company’s subsidiaries 
which contribute about 10 per cent of total profits have 
been proposed for sale by American Power & Light al- 
though this would not, even if accomplished, fully satisfy 
the conditions of the Act. 

Federal Light & Traction also has a number of widely 
separated properties which would be impossible to integ- 
rate. In this case, however, most of the properties are 
close to other systems including Cities Service Co. and 
thus make their satisfactory disposal possible. 

Apart from territorial distribution there is also the 
problem of corporate structure simplification. In this 
matter there are almost as many problems for the holding 
company as there are in integration. As a case in point, 
Engineers Public Service Co. has no intermediate holding 
companies and no parent company funded debt. While 
Engineers Public Service is among the simplest, United 
Light & Power has a complicated structure consisting of 
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an adverse ruling of the Commission it would 
be a means to test the constitutionality of 
the Act; something which, despite the general opinion 
to the contrary notwithstanding, has never been ques- 
tioned in the courts. Another, and perhaps more remote, 
contingency is that the political supremacy of the Admin- 
istration that inspired the law may change or that en- 
forcement of the letter of the Act may prove to be 
impossible with the result that it will either be modified 
or repealed. 


Time Favors the Utilities 


The strongest ally of the utilities is Time. Five years 
have elapsed since the law was passed and during that 
time the companies should have been able to formulate 
some plan to meet the dead-line. After the plan has 
been submitted, it will take many months and even 
perhaps years, before some decision is handed down. 
Even after the decision is rendered, the companies in- 
volved have an additional yéar in which to appeal the 
case or to conform to the ruling. Some idea of how 
much time may be involved in the preliminary hearings 
alone may be obtained from the fact that in the case 
of the American Gas & Electric Co., which voluntarily 
submitted a plan to the Commission, the first witness 
for the company took over a week to outline to the Com- 
mission the extent of the company’s properties and their 
methods of operations. After which the Commission 
asked for a long recess in which to digest the testimony 
in order to cross-examine the witness. Since the Com- 
mission intends to hear the various companies one at a 
time rather than to conduct a number of simultaneous 
hearings it can well be seen that the hearings will be a 
matter of years rather than months. Moreover, the 
Commission will be further hampered in its hearings by 
the lack of ample personnel. So many additional duties 
have been dumped into the S E C lap that it is a matter 
of doubt that that body will be able to accomplish even 
a small part of its duties in the near future. 

There are four basic methods by which a holding com- 
pany may achieve integration in keeping with the cur- 
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rent interpretations of Section 11B of the Act. The first 
is the relatively simple one of exchanging properties 
that are not interconnectable, with another holding com- 
pany that might have some usable properties and at the 
same time could use those properties which the first 
holding company wished to dispose of. Of course it 
would take an extremely fortuitous combination of cir- 
cumstances to make such exchanges possible on the first 
try but there are cases where it would apply. In such 
a case it has been suggested that the Securities Exchange 
Commission act as a referee in determining fair values 
for the swapped properties and securities involved. 

Failing integration through exchanging or purchasing 
adjacent properties the holding company might find a 
buyer for non-integrated subsidiaries by offering the 
shares to the public. Such a step is possible only if the 
stock offered has a real, demonstrable value; which is 
not the case with many of the common stocks held by 
several of the holding companies. However, it is by this 
sale to the public method that Utilities Power & Light, 
the previous Harley Clark Empire, is attempting to ful- 
fill its destiny. 

Another method—and perhaps one of the more equit- 
able and satisfactory ways of disposing of non-integrat- 
able properties—would be to distribute the controlling 
shares to the stockholders of the holding company. It 
is by this method that Stone & Webster, Inc. divested 
itself of its utility interests back in 1937. Although turn- 
ing the stocks that are useless in the system back to their 
actual owners, the stockholders, is logical, there are 
usually a number of flies in the ointment in the shape of 
creditors and senior security holders who have a say in 
the disbursement of assets without giving them their 
legal share first. 

The fourth broad way in which a holding company 
can comply with the letter of 
the law as interpreted by the 
Commission is to divest itself of 
all but 10 per cent of each of its 
subsidiaries’ voting stock. Such 
a method is likely a last resort 
and is applicable only to invest- 
ment trusts such as United Corp. 
or perhaps to Utilities Power & 
Light whose management seems 
willing to withdraw from the 
utility management field. Ex- 
cept as in the instances previ- 
ously outlined earlier in the dis- 
course, it is obvious that the 
achievement of integration is as 
difficult as the popular concep- 
tion of a rich man’s chance of 
gaining Heaven. Integration is 
particularly difficult for most of 
the holding companies for when 
they were first conceived and 
constructed it was firmly be- 
lieved that diversification of 
locations was a sure way in 
which to stabilize income and 
just that point was _ heavily 
stressed in selling the securities 
of the various systems to the 
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public. It is not at all certain even at this remote date 
that diversification of sources of income is not beneficial 
to the investor but the present law says it isn’t, so in- 
vestor and company alike are expected to conform to the 
dictate. 


Earning Power Alone Is Important 


It matters little if the ultimate integration is achieved 
through exchange of properties or if they be sold or even 
if the holding company elects to assume the status of 
an investment trust with less than a 10 per cent interest 
in the common stock of any given situation; there is but 
one criterion of value that will be acceptable in any 
situation and that is the earning power of the security 
involved. The Commission itself has indicated that 
earning power is the only consideration when it said in 
the Utilities Power & Light reorganizaton case that “Such 
considerations as book values, original or historical costs, 
and production cost new less depreciation, in determining 
the value of productive property, are generally of evi- 
dentiary significance only in so far as they bear upon the 
question of earning power.” 

With that thought in mind, some attempt has been 
made to arrive at the asset values of some of the more 
prominent holding company securities. It should be 
understood that there is a distinction between assets 
value and liquidation value since it has been assumed 
that the values assigned to the various subsidiary hold- 
ings could eventually be realized by sale. Liquidation, 
on the other hand, assumes that the securities are sold 
under pressure and would therefore be productive of 
considerably smaller return. It is realized that there is 
no public market for many of the subsidiary stocks and 
no real market value can be (Please turn to page 833) 
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Uncovering Special Situations 


Three Companies With a Future for Profit and Income 


BY EDWIN 


—_— on the Stock Exchange range from a few pen- 
nies to hundreds of dollars per share and reflect for the 
most part the public’s evaluation of the earnings record 
and prospects of the companies they represent. But 
these prices also reflect market habits. Well known 
shares may sell in the fifties although they have brought 
their holders only a dollar or so in the last decade, while 
other shares of companies that have forged ahead steadily 
and brought in good dividends may sell at half that price 
simply because they are not widely known. When these 
latter are strongly situated within their own field and 
have good prospects they are classed as special situations 
and discussed as such. 


Ex-Cell-O Corporation manufactures small precision 
tools such as diamond drills, thread grinders, facing ma- 
chines, cylinder boring machines, and a wide range of 
special cutting tools. And in recent years a diversifica- 
tion and expansion program has been carried out with 
the dual purpose of evening out production and strength- 
ening the company. Aircraft parts and airplane engine 
parts as well as Diesel fuel injection pumps and railroad 
bushings have been added to the production line. More 
recently a machine has been developed that forms, fills, 
and seals single service paraffin-coated containers for 
milk and other soft dairy products. 

The immediate results of this program have been to 
lessen considerably the dependence of the company on 
the automobile industry, and to enable it to profit from 
the boom in aircraft construction that has swept the 
country these last few years. With industry in general 
faced by a “must job” of retooling on a large scale if 
production is to be kept up to par during good business 
periods, and the war in Europe acting to increase the 
Government’s demand for tools in some measure, opera- 
tions have been at a high rate and orders on hand insure 
continuance over the next few months even if new orders 
should not be received at the same rate. 

Equipment such as the company manufactures has 
an important place in the production schemes of indus- 
try for they permit a faster and more efficient rate of 
output and by that virtue mean dollars and cents in 
highly competitive fields. The tool grinders for instance 
will sharpen tools in less than half the time normally re- 
quired by the older model machines used by many con- 
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cerns. And the boring machines are standardized in order 
that both original cost and retooling costs may be lower. 
Then, too, special machines are produced to solve indi- 
vidual problems of manufacturers, the company holding 
a prominent position in this work. 

Earnings were up almost 100 per cent last year over 
the year before and came to $2.21 per share. Sales stood 
at $6,608,000 and net profit totaled $872,382, both of 
which constituted new high records for the company. 
With ownership vested entirely in the hands of the hold- 
ers of 394,750 shares of common stock they exclusively 
will stand to benefit by these gains. Dividends last year 
totaled $1.00 per share and are expected to be increased 
this year with the continuance of the current high earn- 
ings level. Thus far this year $0.40 per share has been 
paid. 

The common stock sells around 26 which is close to 
the high for the year and not far from the high for 
last year. But on the basis of the earnings record and 
the current trend this is a conservative price-earnings 
ratio and is based on the fact that the company’s 
achievements are not widely recognized. 

Important insight into the managerial methods of the 
company may be gained from the fact that when busi- 
ness was slack back in the first months of 1938, a shorter 
work week was adopted with the result that more per- 
sons were assured employment over a difficult period, 
and the company was insured the availability of more 
trained workers against the time when business picked 
up once more. It so happened that within a few months 
business did pick up and with plants operating at capac- 
ity, the wisdom of the move was proven. 

Of course the progress of Ex-Cell-O is dictated by the 
needs of industry and general business conditions and 
as such is subject to cyclical fluctuations, but the basic 
operating factors indicate that the management is alert 
to the demands of modern business and the company 
may be expected to continue making progress. 


Timken-Detroit Axle derives approximately 60 per 
cent of its revenues from the sale of automobile, bus, and 
truck axles, and the balance comes from transmissions, 
gears, wood working machinery and oil burners. In 
common with many other concerns engaged in the pro- 
duction of automotive parts, the company has in recent 
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years sought to smooth out its erratic earnings record 
through the acquisition of additional lines of production. 

These efforts have been notably successful, for the oil 
burner division which markets its products under the 
name Timken-Silent Automatic has achieved a strong 
trade position in the building industry. 

In addition this division has just recently added a 
new winter air conditioning unit to its line. This unit 
offers complete winter air conditioning in that it heats, 
humidifies, filters, and circulates the air. Equipped with 
a wall-flame oil burner, it has the same operating econ- 
omy that other Timken burners have. This unit is de- 
signed for the small four to five room house and a wide 
market is expected to develop since it is priced to sell in 
this bracket as well. 

And the Delta Manufacturing Co. that was purchased 
for approximately $1,000,000 last year, will further divers- 
ify production. This compainy, which manufactures a line 
of light power tools for wood working, has in the last ten 
years built a reputation for high quality machines and 
is regarded as a leader in its field. In the main, how- 
ever, the profits of Timken-Detroit still come from the 
automobile industry. Events here, too, have brightened 
the longer-term outlook, for there is a marked trend 
towards the use of two-speed rear axles on medium 
tonnage trucks and a steady increase in the use of lighter 
trucks for shipping all manner of freight. The company 
is credited with serving the majority of independent 
truck manufacturers and supplying a portion of the axles 
for Ford trucks as well. 

A new field has been opened to the company by the 
move of the U.S. Army in calling upon it to supply gun 
carriages for anti-aircraft guns. This equipment has to 
be built with the utmost in precision for only the slight- 
est deviation from the norm is sufficient to throw a shot 
out of alignment, especially when it is firing at a range 
of ten to fifteen thousand feet. And yet these axles must 
be rugged enough to withstand the abuse of combat 
service where mobility under all kinds of adverse condi- 
tions is requisite. 

Earning power was amply demonstrated last year with 
net at a fourteen year high and equal to $2.62 per share 
as compared with $0.70 per share in 1938. The company 
has paralleled its expansion and production program 
with a well conceived financial revamping as well. Dur- 
ing June of last year the remaining preferred shares 
(which paid dividends of $7 per share) were retired and 
the control of Timkin-Detroit is now completely in the 
hands of the common stockholders. At the end of 1939 
there were 990,075 shares of stock outstanding. Despite 
the expenditure of some $4,000,000 to complete this pro- 
gram and to purchase the Delta Manufacturing Co., the 
concern finished the year with a strong cash position. 

Production is divided among four plants; the main one 
located in Detroit where it can best serve the automo- 
tive industry, and the others located in Waukegan, II- 
linois, Milwaukee, Wisconsin, and Oshkosh, Wisconsin. 
And considerable attention is given to the problem of 
keeping all equipment in good shape and up to the 
minute. 

Current assets, of which cash amounted to $1,192,000, 
totaled $9,570,574 or more than three and one half time 
current liabilities of $2,693,391. This ratio is usual and 
besides providing ample working capital enables the 
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company to pay dividends closely in line with earnings. 
Thus disbursements last year came to $2.00 per share 
out of earnings of $2.62 per share. 

The common stock currently sells around 23 which is 
close to the high for the year but not high in relation 
to last year’s earnings. Of course the relatively low price- 
earnings ratio of the stock reflects the erratic earnings 
to a degree, for the net in 1938 came to only $0.69 per 
share, but the trend for the company is forward and is 
worthy of recognition. With all divisions pointing to- 
wards volume business a greater degree of stability is 
expected to materialize, although profits will continue to 
be influenced by the trend of industry in general. Taking 
all these factors into consideration, the stock is a good 
example of an issue that sells at lower levels because it 
lacks a wide public following, but might well acquire 
that following if the current trend and dividend payments 
continue. Such public recognition would naturally be 
limited by the small number of shares outstanding and 
could hardly take the form of very active trading. But 
it could bring a better evaluation of the actual record 
of the company. 


Outboard Marine and Manufacturing is the leading 
producer of outboard motors for all purposes. The best 
known of its models are the Evinrude, Elto, and Johnson 
Seahorse. And in addition the company, includes among 
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its manufactures drainage pumps, fractional horse-power 
engines for refrigerators, washing machines, lawn mow- 
ers and small electric generators. 

Although the company has been established for only 
four years it represents a consolidation of two of the 
most important units in the field and has gained for itself 
an unquestioned leadership in the production of small 
marine engines. Its success lies in its ability to turn out 
a cheap, light, economical and yet powerful and efficient 
engine that can be fastened to anything that will stay 
afloat and is large enough to hold the clamps. Whereas 
ownership of an inland cabin cruiser or closed speed- 
boat, no matter how small, is a definite luxury far beyond 
the means of the average individual, Outboard brings all 
the pleasures of cruising under power to the public for 
less than a $40 minimum. 

Outboard motors may be nick-named put-puts, but 
they have captured a market that surveys show to be 
growing by leapsand bounds. The man who likes to fish 
or take canoe trips no longer regards a motor as an 
unwieldy, unpredictable yet costly machine. Instead he 
buys a motor from Outboard Marine that weighs less 
than fourteen pounds, takes very little fuel, and is sure 
to function efficiently. The result has been sharp gains 
from one year to another in the company’s sales and 
earnings. 

Sales in 1939 were at a record high of $8,267,000 and 
the net profit was $3.52 per share on the 294,540 shares 
of common stock outstanding. Since the total assets 
of the company are only $4,593,000 this is an excellent 
Jerformance. Manufacturing facilities are understood 
to be capable of handling production at current and in- 
creased rates, but a continuance of the trend toward 
volume sales in the low price outboard motor field will 
in all probability see increased production requirements 
develop. The refinements since the type of motor that 
the company now sells was invented by Ole Evinrude 
have not altered the basic design or principles, but they 
have reduced the weight, cut down on the noise, and 
stepped up the efficiency. The modern motor starts the 
first time that the cord is pulled whereas the weighted 
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flywheel on the older models was as bad to crank as a 
“Tin Lizzy.” 

For a while the public was as sceptical of these older 
models as it was of the first automobiles. One can almost 
hear the call, “Get some oars,” paralleling the jeer, “Get 
a horse.” But both engines are with us today although 
the outboard motor has taken longer to come into its 
own and will of course never approach the automobile 
in public buying. Boating does, however, seem to be on 
its way to become a “poor man’s” sport here in this 
country as it is in so many other countries of the world. 
And as this happens the demand for small motors to 
power the canoes, paddle-boats, and small sailboats will 
naturally increase as well. 

Outboard Marine’s financial position is strong with 
current assets taken as of the end of the company’s fiscal 
year last September, standing at $3,209,785 of which 
cash was equal to $1,062,369 as compared with current 
liabilities of $721,185. The stock, which sells around 27, 
paid dividends of $2.15 per share last year and the 
present policy is to maintain disbursements in line with 
earnings. On this basis the stock yields almost eight per 
cent, or far more than the average. This might be 
taken to mean that the outlook has soured. But the 
opposite is true, for the company’s models met with a 
favorable reception at the New York Motor Boat show. 
And sales for the winter months which are usually poor 
last year reduced the small deficit ordinarily reported at 
that time to a few thousands of dollars. 

This is because production is maintained at levels 
higher than current sales. But this summer estimates 
point to record sales of the low-priced models both here 
and abroad. The foreign sales of the company normally 
contribute approximately 20 per cent of the total volume, 
and half of this goes to Canada. The leadership of the 
company in a growing industry, both from a production 
and a sales standpoint, has resulted in increasingly 
profitable operations. And the continuance of this trend, 
which may well be expected, should result in a higher 
rating for the shares over the longer term as well as 
higher dividend payments. The word of caution that 
is necessary in considering all stocks of 
this type hinges primarily on supervi- 
sion of commitments, and in this respect, 
Outboard Marine does not differ from 
the other special situations. 

But all of them have demonstrated 
over a period of years that they operate 
on an expanding field, and have the 
management and facilities for turning 
such operations into profits. That they 
have the ability to withstand a severe 
depression almost as well as their big- 
ger brothers has also been shown and is 
worthy of note since the smaller con- 
cern ordinarily finds it impossible to 
withstand the pressure that the re- 
trenching of the larger industrial com- 
panies bring to bear in their own fight 
for existence. 

All three of them, therefore, might 
well be considered for inclusion in a 
rounded portfolio as representative of 
the growth type of security. 
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Airview of Cyanamid's plant at Warners, N. J., 


American 


Revolutionized Since 1929, Earning 


IL. anything were to happen to 
American Cynamid, they would 
probably take it pretty hard in 
Linden, New Jersey, and Azusa, 
California. For that matter, they would probably take 
it pretty hard in all of the thirty-odd towns in between 
in which the company’s plants are located. Not that 
payrolls are very large; they aren’t. But work is steady 
and wages are good and, most important of all, Cyana- 
mid is still growing. 

Most of its growth so far has been comparatively re- 
cent for the company was not always the up and coming 
chemical concern it is today. In fact, it was not always 
a chemical concern at all for the ’20s were well under 
way before Cyanamid outgrew its original status of 
essentially a fertilizer producer dabbling in one or two 
interesting sidelines. 

It all began back in 1907 with a young civil engineer 
named Washburn who knew a good thing when he saw it. 
What he saw had begun two years earlier—commercial 
production of calcium cyanamid in Italy through an 
amazing new process for the fixation of atmospheric ni- 
trogen. It turned out to be a good deal less amazing 
in comparison with the later developed Haber process 
but, at the time, it was an eye-opener and offered the 
first practical alternative to dealing with the Chilean 
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one of many located throughout the country. 





Cyanamid 


Record Profits and Still Growing 


Washburn 
promptly acquired North Amer- 
ican rights to the process and began 
looking around for a plant site 

not too far from the great farm markets and yet fa- 

vorably situated with respect to supplies of limestone, 


nitrate monopoly. 
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coke and cheap electric power. Niagara Falls was se- 
lected and there the company’s principal plant still 
stands today. 

The first half dozen years of operation were spent in 
expanding production and raising the nitrogen content 
and general quality of the product. Then, in 1916, 
Cyanamid began cautiously to branch out a bit. Through 
purchase of all the outstanding shares of a small New 
Jersey concern, it got into the manufacture of “Ammo- 
Phos,” a concentrated ammonium phosphate plant food 
that has since won a worldwide market. Also in 1916, 
the company began commercial production of cyanide 
from cyanamid in a bid for markets suddenly opened up 
when many of the world’s precious metals producers 
found themselves cut off by the war from former sources 
of sodium cyanide. The new product found immediate 
acceptance but its biggest sales boost came with the 
rapid spread of the flotation process for all kinds of non- 
ferrous ore concentration after the war. 

Nor had Cyanamid moved any too soon in adding to 














Electric furnaces in operation. 


its bag of tricks. Its calcium cyanamid operations were 
still profitable and remain moderately so even today, 
but the Haber process of nitrogen fixation for the pro- 
duction of ammonia (which goes immediately or in ni- 
trate form into fertilizers or may be oxidized to nitric 
acid for explosives) was by this time oficring some real 
competition. Unlike the cyanamid process, it did not 
require huge amounts of electric power and could be used 
wherever coke and water could be brought together 
economically. 

The years following the war saw some further branch- 
ing out. More cyanide products were added—fumigants, 
insecticides, rodenticides; prussiates of soda used in 
making pigments and printing inks; case-hardening com- 
pounds, rubber accelerators, metal cyanides for plating 
and so on. But it was not until the late ’20s that 
Cyanamid really began to go to town. Beginning about 
1929 and continuing until 1934, the company acquired 
through purchase, merger and consolidation the subsid- 
iaries and divisions that now account for the most im- 
portant part of its business. 

Calco Chemical, for example, acquired in the last year 
of the New Era, gave Cyanamid a stake in dyestuffs, 
coal-tar intermediates and other organics—the field of 
chemistry that in the next ten years was to prove the 
most promising of all and whose ultimate possibilities 
have yet to be realized. Also a producer of pharma- 
ceuticals, heavy chemicals and other lines, Calco is now 
one of the company’s principal divisions. Incidentally, 
it is also the country’s largest producer of the new 
wonder-drugs, sulfanilamide and sulfapyradine. 

More important yet was the acquisition of The Kalb- 
fleisch Corporation, also in 1929. Now known as Amer- 
ican Cyanamid & Chemical, this subsidiary’s twenty- 
odd plants, scattered from New Hampshire to Florida 
and New Jersey to California, turn out an almost endless 
list of items including, in addition to the cyanide and 
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gypsum products originally 
manufactured by the parent 
company, industrial explosives 
and supplies, nitrocellulose for 
coatings and finishes, phthalic 
anhydride for vat dyes and syn- 
thetic resins of the alkyd type, 
and industrial chemicals by the 
score. 

The onset of depression 
proved little deterrent to fur- 
ther expansion. In 1930, Cyan- 
amid bought out Lederle Lab- 
oratories (medicinals and biol- 
ogics), Davis & Geck (surgical 
sutures and _ specialties) and 
Chemical Construction Corp. 
(engaged in construction of 
chemical plants for production 
of heavy acids and concentra- 
tion of spent acids). When, in 
1933-34, the parent company at 
length rounded out its program 
with the formation of North 
American Cyanamid (serving 
the Canadian agricultural and 
mining chemical market) and 
Southern Alkali (organized and owned jointly with Pitts- 
burgh Plate Glass), it no longer bore much resemblance 
to its former self. 

For all its extensiveness, however, the program was 
well conceived and well executed. From the construc- 
tion of its first major plant (Niagara Falls) to its latest 
(Southern Alkali at Corpus Christi, Texas), Cyanamid 
has chosen its operating sites with an unerring eye. In 
the latter instance, for example, the prime requisites for 
the production of soda ash, caustic soda and other al- 
kalis are low cost fuel, salt, lime and water transporta- 
tion; these are readily available on the Texas Gulf Coast 
which, in addition, is well situated with respect to such 
important consumers as southern rayon makers and oil 
producers. 


Operations Well Integrated 


Perhaps even more interesting is the extent to which 
considerations of integration and inter-relation of oper- 
ations have guided expansion moves. When the com- 
pany first undertook the production of “Ammo-Phos,” 
it found an immediate outlet for its output of ammonia 
derived from calcium cyanamid; phosphate rock for mak- 
ing the phosphoric elements of the product came from 
the company’s Florida mines. That raised the prob- 
lem of disposing of waste sludge left over from treat- 
ment of the phosphate rock, the solution of which led 
directly to the manufacture of gypsum products, this line 
now including plaster, partition tile, and precast floor, 
roof, ceiling and fireproofing units. Also, there is the 
case of “Beetleware,” a urea formaldehyde plastic one 
of whose chief components is ammonia. Taking its 
curious trade name for the product from a beetle pic- 
tured on the letterhead of the British firm from which it 
acquired the underlying patents, Cyanamid began pro- 
ducing it in 1930 and has since flooded the country with 
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all sorts of multi-colored gadgets from combs and but- 
tons to clock cases and radio cabinets. 

Such, in brief, is the story of one company’s growth 
over a period of years. And though additional acquisi- 
tions since 1934 have been few in number and minor 
in importance, that story is by no means over. We'll 
have a word to say on that point later—meanwhile let’s 
see now how Cyanamid has been faring financially. 

For 1939, net income amounted to $5,524,941, largest 
in the company’s history and equal, after preferred divi- 
dends, to $2.07 per common share as compared with 91 
cents in 1938. Last year’s per share results were slightly 
below the $2.09 reported for 1937 due to a modest in- 
crease in preferred dividend requirements in line with 
the increased number of such shares outstanding. Over 
the past decade, profits available for the common have 
ranged between the 1937 top and a low of 14 cents in 
1932. Dividends have followed earnings closely. After 
a three-year lapse from 1931 to 1933, payments were 
resumed with a distribution of 25 cents in 1934, rising 
thereafter to $1.60 in 1937. The 1938 earnings setback 
brought stockholders return down to 45 cents for the 
year, but in 1939 distributions totaled $1.60 per share 
of which $1 was paid in preferred stock. Current rate 
is 15 cents quarterly with the prospect of another sub- 
stantial year-end extra to the extent that earnings war- 
rant and probably again in preferred shares. 

As to capital structure, funded debt consists of $12,- 
024,000 of 4 per cent debentures in two issues of ap- 
proximately equal amount maturing in 1955 and 1957. 
Apart from a small amount of publicly held subsidiary 
preferred, only other capital issue ahead of the common 
is the $10 par 5 per cent preferred, convertible into Class 
B common at the rate of one share of common for each 
41% shares of preferred until the end of this year and 
thereafter on a one for five basis. The preferred, author- 
ized to an amount of 2,499,996 shares in the fall of 1937 
as a means of circumventing the effects of the undis- 
tributed profits tax, was outstanding at the close of 1939 
to an amount of 468,127 shares of which approximately 
260,000 were issued as common share dividends last year. 
Equity capitalization consists of 2,618,369 shares of $10 
par common divided into 65,943 shares of Class A and 
2,552,426 shares of Class B. The two classes are iden- 
tical except that the Class B stock has no voting power. 

It might be noted at this point that in some respects 
Cyanamid is as old-fashioned in its finances as it is pro- 
gressive in its operations. The concentration of voting 
power in the comparatively small and closely held Class 
A issue, for instance, is a practice that has fallen into 
decided disfavor in recent years and is patently unfair 
to the great majority of the company’s 19,000 equity 
stockholders. It may also be pointed out in passing that 
the company has published no sales figures since 1926. 

The continued issue of preferred stock dividends to 
common stockholders as a means of conserving working 
capital obviously constitutes something of a drag on 
common share earnings which, however, is offset as far 
as holders of the common are concerned by dividend re- 
ceipts on the senior issue. At present price levels for 
the common, extensive conversion of the preferred is 
not in prospect but, especially as the preferred issue in- 
creases in size, will probably have to be reckoned with 
later on. 
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As of the close of 1939, Cyanamid’s treasury position 
was stronger than in some years past, current assets of 
$39,445,230, including $14,708,612 in cash, comparing 
with $9,040,125 of current liabilities. Inventories were 
slightly above 1938 and 1937 year-end levels but prob- 
ably no more so than was justified by the company’s 
increased volume of business. Balance sheet accounting 
is generally conservative, depreciation and depletion 
reserves apparently being ample and intangibles being 
carried at a nominal $1. 

Turning back to the growth question, what are Cyan- 
amid’s prospects for further expansion? That which oc- 
curred from 1929 to 1934 was mostly through acquisi- 
tion of other concerns—some thirty-odd in all.  Fa- 
vored thereafter by a rising cyclical tide of business, 
management took time out to concentrate primarily on 
consolidating the company’s position and simplifying 
corporate structure. The effect on earnings has been 
altogether salutary though Cyanamid is no longer rec- 
ognizable by earlier standards. Fertilizer, which ac- 
counted for 100 per cent of sales in the beginning, and 
almost 50 per cent as late as 1926, now represents a bare 
10 per cent and is still declining. More important earn- 
ingswise are, in order, dyestuffs, pharmaceuticals, mining 
chemicals, heavy chemicals and intermediates. Calcium 
cyanamid, the product that was the company’s orginal 
excuse for being, has now become a mere sideline—but 
don’t count it out just yet. It may once again become 
Cyanamid’s principal source of revenue and offer a solu- 
tion to the problem of future growth. Chemistry is 
funny that way. (Continued on page 835) 
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I'll Take the High Road 


The manufacturing branch of the 
aviation industry has no monopoly 
on record-breaking or the ability to 
make news. The completion on 
March 26 of a full year of domestic 
commercial air transport operations 
without the loss of a single life 
stands out as one of the most impor- 
tant milestones of flying. During 
this period, the nation’s sky carriers 
flew 87,325,145 plane-miles, carrying 
2,030,000 passengers a total of 814,- 
906,250 passenger-miles. It is not 
surprising that a questionnaire re- 
cently circulated by a large invest- 
ment trust among a group of Wall 
Street security analysts turned up 
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For Profit and Income 
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the fact that an airline stock, United 
Are Lines, led all others in popular- 
ity. Traffic continues to rise and 
the end is not yet in sight. The 
number of passengers carried dou- 
bled in 1939 and, according to E. V. 
Rickenbacker, president of Eastern 
Air Lines, is likely to do the same 
in 1940. New York’s brand new 
municipal airport, Mr. Rickenbacker 
believes, will shortly be too small 
to handle the volume of traffic it 
will get. 


$2,500 Homes 
When economists agree, it’s news. 


Yet most economists have been in 
agreement for a long time that one 





On the edge of the loading ramp at New York Municipal Airport, the dispatcher 
opens the doors as outbound passengers walk through to board waiting Flagship. 
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of the most important single aids to 
general business prosperity in this 
country would be a strong and 
sustained revival in building activity 
in the low-priced housing field. Even 
more interesting from an _ invest- 
ment angle is what would happen to 
earnings of the building supply com- 
panies, even if lower material prices 
should prove a_ prerequisite, and 
there is considerable longer range 
significance in the recent statement 
of president Dahlberg of Celotex to 
the effect that large volume con- 
struction of $2,500 homes is in- 
evitable. The potential market is 
greater than ever before, judging by 
the present ratio of families to 
homes, and the principal obstacles 
cited by builders—labor costs, mate- 
rial prices, land prices and F H A 
land and construction requirements 
—are not beyond solution. Hardest 
nut to crack is labor, yet the A F of 
L is already promoting Class B wage 
scales 20% below standard for resi- 
dential construction jobs. 


Aluminum Competitor 


Perhaps next to pitchblende, the 
lowest grade ore in the world is com- 
mon sea water, yielding 1/10th of 
1% magnesium. For years Dow 
Chemical has been extracting the 
metal from its Michigan brine wells, 
but now it plans the construction 
of a Gulf Coast “sea mining” plant 
that will about double its present 
annual capacity of 12,000,000 pounds 
which, incidentally, accounts for 
almost all of this country’s produc- 
tion of metallic magnesium. Light- 
est of all the metals, magnesium 
weighs about 30% less than alumi- 
num which it has displaced for many 
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uses in aircraft motors and equip- 
ment, electrical appliances and high- 
speed hand tools. At present price 
levels it costs 50% more than alumi- 
num (on which the price was re- 
cently cut 5%) and is not an im- 
mediate threat to the latter’s biggest 
market in the automotive, rail equip- 
ment and cooking utensil fields. But 
what with the rapidity that prices 
in the chemical industry are wont to 
decline as volume rises, aluminum 
may well have to look to its laurels 
a couple of years hence. 


Corporate Notes 


President Litchfield of Goodyear, 
one of the first sponsors of the 
cotton-rubber barter deal between 
this country and Britain, has come 
out in favor of developing a west- 
ern hemisphere crude rubber source. 
Company’s experimental plantations 
in Central America, he says, show it 
can be done. * * * Corn Products has 
joined the plastics parade with 
“Mazein” which it is now turning 
out at the rate of 10,000 pounds 
daily. * * * Pullman is developing a 
new low-fare sleeper that, by means 
of three-tier berths, will accommo- 
date 45 passengers against 36 in 
present type of cars. * * * U. S. Steel's 
$1 common dividend was scarcely 
more of a surprise than its new 
streamlined report which, incidental- 
ly, emphasizes the trend toward this 
sort of thing that has been apparent 
in industry for some time. In addi- 
tion to being more attractively got- 
ten up, the report is more revealing; 
thus, for the first time, the com- 
pany’s capacity is given in net tons. 
* * * Annual report of Curtis Publish- 
ing at last acknowledges the need 
of recapitalization. The company’s 
preferred stock issue, on which ar- 
rears have now piled up to an 
amount of $14,000,000, was origi- 
nally issued as a stock dividend. 


Southern Pacific Cleans House 


A railroad’s lot is never a very 
happy one, but there is no reason 
why it should be unhappier than it 
has to be. So, at least, reasons 
Southern Pacific, which lost $8.52 
per share in 1938 and earned 61 
cents last year. Principal drag on 
operating results of recent years has 
come from the carrier’s U. S. and 
Mexican affiliates; had it not been 
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The Atlas—Curtiss-Wright Merger 


Following initial announcement of the plan to merge Atlas and Curtiss-Wright, two after- 
thought changes were made by way of sweetening the deal somewhat. It is quite possible that - 
others will be made before stockholders of the two concerns meet to ratify or veto the ar- 
rangement. However, as matters stand at this writing, the plan is as follows: 


First, the special holdings of Atlas, amounting to about $25,000,000 and including its hold- 
ings of RKO, Utilities Power & Light, Bonwit Teller and Franklin Simon, are to be transferred 
to a new company to be known initially as Special Situations Co. but probably to take the 
name of Atlas when the merger is consummated; the shares of Special Situations are to be 
distributed to the present common stockholders of Atlas. Remaining assets of the present 
Atlas Corp., comprising some $36,500,000 of cash and liquid investments, go to Curtiss-Wright 
which will be empowered under the terms of the deal to require Special Situations to supervise 
the management of all or part of these funds and guarantee them as to principal and a 5% 
return. 


The plan also calls for the transfer of all of Curtiss-Wright's non-manufacturing real estate 
holdings, worth upwards of $5,000,000 and consisting mostly of lands acquired for airport pur- 
poses, to a new corporation all of whose shares will be distributed on a pro rata basis to the 
present Class A and common stockholders of Curtiss-Wright. 


As for share exchange terms, present common shareholders of Curtiss-Wright simply retain 
their holdings and are directly affected only to the extent that they will receive stock in the 
new airport company. Class A stockholders are given a choice of two alternatives: for each 
share of Class A now held, they may receive (1) one-quarter share of new $50 par 5% pre- 
ferred stock (convertible into common at a rate of four shares of common for each share of 
preferred for a period of 60 days after the merger) plus 1.8 shares of common, or (2) one- 
half share of the new preferred plus four-fifths of a share of common. 


Common stockholders of Atlas are to exchange their holdings for Curtiss-Wright common at 
the rate of 65/100ths share of the latter for each share of the former. Atlas 6% preferred 
stockholders are to get one share of the new Curtiss-Wright preferred plus one-quarter share 
of Curtiss-Wright common for each share of Atlas preferred. Curtiss-Wright will assume the 
perpetual option warrants of Atlas but holders may, if they wish, exchange these rights for op- 
tions on a similar amount of Curtiss-Wright common at prices ranging from $12.50 te $14.50 
per share. Stockholders will be requested to authorize the issue of 600,000 additional warrants 
to employes from time to time in the future in lieu of cash profit sharing. 


By and large, the plan seems reasonably satisfactory from the standpoint of Atlas common 
stockholders. As for the Atlas preferred holders, the sacrifice of 50 cents per share of annual 
income is offset by the offer of a quarter share of CS common worth about $2.60 at recent 
market levels and by the limited speculative possibilities attaching to the conversion feature 
of the new CS preferred. Also current dividend coverage on the Curtiss preferred will be 
considerably higher than on the present Atlas issue. 


Curtiss-Wright common stockholders seem to be in a fair position under the plan despite 
the very substantial dilution of equity that will occur. For the merger undoubtedly offers 
Curtiss-Wright a much more favorable manner of raising additional capital than would have 
been possible by the public sale of securities. For Class A stockholders, however, the deal 
does not appear particularly attractive. Assuming that the higher redemption price of the 
new preferred, plus the conversion provision and the cumulative feature in connection with 
dividends, entitles it to sell around 45 (a 5!5% yield against about 7% currently for the 
Class A), exchange under options (1) or (2) would leave Class A holders with holdings worth 
about $29 or $30 at recent levels for the common. That is not unfavorable in relation to cur- 
rent market values for the Class A but would be several dollars below the price at which this 
issue sold prior to announcement of the plan. 





for these, the 1938 loss would have First Quarter Results 
been only $1.81 and 1939 profits 
would have amounted to $1.63. 
These losing enterprises, which have 


been sapping the resources of the 


For a quarter which has seen a 
sharp and virtually uninterrupted 
downtrend in business activity, the 


parent company, are now being 
gradually eliminated, however. 
Southern Pacific R.R. of Mexico, 
which last year lost the equivalent 
of 22 cents per share of Sopac com- 
mon, will get no further cash ad- 
vances. Also, Pacific Electric Rail- 
way is to undergo physical reorgan- 
ization preparatory to being placed 
on its own. The day may not be 
too far away when the reasonably 
profitable Southern Pacific system 
proper will be relieved of most of 
its poor relatives. 


initial three months of this year are 
going to stack up pretty well earn- 
ingswise with most other recent 
periods. Bohn Aluminum, by official 
estimate, should report between 90 
cents and $1 per share against 69 
cents last year, while Celanese's net 
probably ran about $1.50 on the 
common with 71 cents for the March 
quarter of 1939. Fairbanks Morse is 
understood to be running at about 
double its year earlier profit rate, 
and Continental Oil will show sharp 
improvement. 
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Contrasting Trends 


BY PHILIP DOBBS 


a Fretp in Chicago and R. H. Macy in New 
York have long been identified with merchandising on a 
grand scale, and their expansion has paralleled the growth 
in power and wealth of the two largest cities in the 
country. But divergent business trends in recent years 
have brought a drop in New York trade and a rise in 
Chicago trade as compared with the nation as a whole. 
And this has, of course, been reflected in the operations 
of the two companies. 

Neither concern confines itself solely to retail distribu- 
tion through its department stores and when the de- 
pression came, Marshall Field was engaged in a wide 
variety of enterprises ranging from textile manufactur- 
ing, and importing, to real estate management as well 
as the operation of a number of smaller department 
stores outside of the Chicago district. Macy’s interests 
were not spread beyond the department store field except 


as it already operated a radio station indirectly through 
the L. Bamberger store in Newark, one of its major 
affiliated stores. But the company was committed to 
selling only for cash at its New York store and had 
maintained this policy for over 80 years. The depres- 
sion forced a rapid series of changes in both companies 
that involved radical departure from accepted practice. 
And the net result thus far has been to help Marshall 
Field to make a good start towards regaining lost ground 
and to enable Macy better to withstand the pressure of 
the downtrend of New York trade and consumer buying. 
Marshall Field eliminated its wholesale division and 
concentrated all of its production activities under a man- 
ufacturing division from which the unprofitable units 
were then also eliminated. The wholesale division had 
chalked up a string of losses totaling more than $12,000,- 
000 in the five years prior to 1935 and its abolition 
brought immediate savings. The 
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DIVERGENT TRENDS OF MACY AND MARSHALL FIELD 


revamping of production has 
turned this division into a profit- 
maker although it did show a 
loss for 1937 when business went 
into a tailspin late in the year. 
In 1938 further changes were 
made and operations have been 
profitable since then. At the 
present time this division con- 
sists of twelve mills, eleven of 
which are located in either North 
Carolina or Virginia, while one 
is located in Zion, Ill. These 
mills produce blankets, spreads, 
sheets, and towels, Karastan Rug 
Mill products, and lace curtains 
that are distributed directly to 
retail stores, jobbers and mail 
order houses throughout the na- 
tion; silk hosiery, woolen piece 
goods and rayon gray goods that 
are distributed through various 
selling agencies. 

The manufacturing activities 
of Macy are confined to drugs 
and cosmetics and a few other 
items, and over the 35 years that 
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it has been engaged in producing 
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its own brands the number of 
items has risen to 650. Great 
emphasis has been placed on 
these products because the com- 
pany has always vigorously op- 
posed price-fixing laws. And 
when certain fair trade acts 
were passed in New York which 
gave the manufacturer the right 
to determine the retail price of 
his products, Macy’s activities 
in production were doubled. 
Sales increased rapidly and the 
company was forced to take 
more factory space and expand 
operations. Macy brands are sold 
throughout the country now and 
there is no attempt to set the 
price at which products are sold 
by these independent concerns. 

The real estate division of 
Marshall Field is more than a 
holding concern for the proper- 
ties on which company stores or 
warehouses are built. It op- 
erates the Merchandise Mart in 
Chicago which is reputed to be 
the largest business building in 
the world. Approximately 10 
per cent of the space is leased by the Store for Men, a 
branch of Marshall Field, but the rest is leased to a large 
number of prominent concerns. At the end of last year 
this building was over 80 per cent occupied and operating 
at a profit. 

The retail divisions of both companies are, of course, 
the most important. Marshall Field operates a huge 
store in the heart of the Chicago shopping district, the 
Store for Men, and two suburban stores in Evanston and 
Oak Park, IIl., which are essentially branches of the main 
store. In addition it owns and operates the Frederick 
and Nelson store in Seattle, Wash. (the largest store in 
that city), and two smaller stores. Specializing in the 
merchandising of high quality goods this division has 
operated at a profit for every year since the company 
was founded in 1881 with the exception of 1932. 

In the course of the revamping program the company 
disposed of all but two of the smaller stores that were 
operated outside of the Chicago district, but greater 
emphasis was placed on the completeness of the stock 
offered in the main stores. In May of last year the land 
on which the main retail store and the annex store stand 
was purchased for $15,000,000 thereby terminating a lease 
under which $90,000,000 of rent would have been paid 
out in an 85 year period. The purchase was financed 
through a bond issue carrying interest at 3.6 per cent 
and resulted in a substantial saving for the company. 
And since consumer purchasing power for the Windy 
City region held up well last year, Marshall Field re- 
ported operations in the black for all three divisions 
right through the year. 

The first signs that consumer buying in the New York 
district was falling off as compared with that of the 
nation as a whole came in 1935. For that entire year in 
spite of the fact that business was registering gains, New 
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Shopping crowd in Macy's. 


York failed to keep pace with the country. And this was 
true through the recovery swing that lasted well into 
the first months of 1937. But whereas the gap widened 
slowly during the upward business cycle, with the sud- 
den drop that developed into the sharp recession of 1937 
the New York City trade declined much more sharply 
than the rest of the country. The widest gap was 
reached in the summer months of last year. Since that 
time there has been a tendency for New York trade to 
move more in line with the national average. 

Since the spring and summer months of the year are 
normally slow, it is not surprising to find that Macy 
reported a loss for the first six months of both last vear 
and the year before. The loss in the first half of 1939, 
however, was only $0.24 per share on 1,657,124 shares 
outstanding, as compared with a loss of $0.36 per share 
in 1938. And the trade pick-up in the latter months 
combined with relatively good holiday season sales 
brought operations back into the black by a substantial 
amount in 1938. The net for the year was $1.42 per 
share. Since the company reports as of the end of Jan- 
uary, the final 1939 figures are not available, but the 
regular $2.00 per share dividend was paid and earnings 
are estimated to have fallen only moderately short of 
this figure. 

The poor trade situation in New York together with 
the legislative restrictions and increased taxes have not 
made it any easier for Macy to show a profit in recent 
vears. Last year, therefore, an extremely important 
step was taken. The company decided to accept credit 
accounts. For over 80 years the fact that nobody owed 
Macy a cent was a keynote of advertising. And the 
company claimed that since all transactions were for 
cash it could afford to make its purchases for cash and 
pass on a saving of approx- (Please turn to page 836) 
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BUSINESS: American Locomotive Co. is one of the two largest 
builders of railroad locomotives in the world. While the company 
has attempted to diversify its business through the addition of other 
products such as locomotive parts, Diesel-electric and electric loco- 
motives, Diesel engines for other than railroad use and oil refinery 
equipment, it is still heavily dependent upon the railroad industry for 
its profits. 


FINANCIAL POSITION: The capital structure consists of 351,961 
shares of 7%, $100 par value preferred stock upon which there are 
accumulated unpaid dividends of $42 a share. The preferred is fol- 
lowed by 767,900 shares of no par value common stock. Despite the 
fact that the company's business has been spotty during the past ten 
years, the financial position continues to be reasonably good. As of 
December 31, 1939, current assets of $17,852,000 were nearly six 
times total current liabilities or approximately unchanged from the 
previous year. Last year's operations, however, resulted in a loss of 
$950,376 after deduction of $124,453 from then current earnings as 
depreciation of Canadian assets. In the first half of 1939 the com- 
pany reported a loss of $931,710, which indicates that the last half of 
the year was profitable. 


OUTLOOK: At the close of last year the company had unfilled orders 
on its books amounting to $12,800,000 as compared with $6,700,000 
at the close of 1938. Domestic orders are coming in more slowly than 
they were at the beginning of this year but the company reports 
increasing foreign orders, especially from South America and other 
countries which have previously purchased their requirements from 
England or Germany. The company is also concentrating upon its 
non-railroad lines—especially the Diesel power plants although it is 
now reducing its interest in oil refinery equipment. 


MARKET ACTION: American Market Am. Loco’s moves 
ocomotive Average in relation to avgs. 

‘37 high to '38 low...... 19% decline 64% decline 23% wider 

"38 low to '38 high....... 147% advance 16% advance 93% wider 

‘38 high to '39 low....... 57% decline 34% decline 126% wider 

39 low to ‘39 high....... 134% advance 44% advance 205% wider 


re Avenae volatility on four moves 112% greater than M. W. S. index of 309 common 
jocks. 


COMMENT: Recent price—20. With increasingly large business in 
prospect, the shares are reflecting anticipated increased earnings. 
Heavy preferred arrearages prevent early dividend participation of 
common. 


Long-Term Record 


Net Sales Net Income Net Per Price 
Year (millions) (millions) Share Range 
| SES NF $3.78 $1.41 105 -181%4 
a ae NF d3.34 d7.75 3034- 5 
DR Sn cece eaavewean NF d4.59 d9.22 15%4- 35% 
> ESS Oe NF d1.89 d5.67 391g- SY, 
RE RS Ce $14.31 d2.16 d6.02 3834-1414 
UR ee ey 12.07 d1.47 d5.12 2734- 9 
| ree ae 21.38 1.12 d1.75 483/4-231/g 
Se 50.45 6.11 4.75 584-1414 
1 eee 24.27 d1.30 d4.90 305-123 
| ee ee 22.36 d .95 d4.45 3034-13 
d—Deficit. NF—Not available. 
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BUSINESS: Blaw-Knox Co. makes a wide line of products for various 
industries ranging from steel rolling mill equipment and rolls to con- 
crete mixers and sprinkler systems. One or more products of the 
company are adaptable to every major industrial activity and in addi- 
tion, through subsidiaries, the company supplies bottled gas for indus- 
trial and domestic heating and cooking beyond the territories of the 
regular piped gas lines. The major plants are located close to Pitts- 
burgh, Pa., and in Chicago, Ill. For foreign service, the company 
maintains manufacturing and sales plants in both England and France. 


FINANCIAL POSITION: The company recently sold an issue of 
$3,000,000 of 3!/,% first mortgage bonds due February |, 1950. These 
new bonds precede 1,334,458 shares of no par value common stock. 
The new bonds were issued to refund bank loans of about $2,500,000 
while the remainder was used to improve working capital. Giving 
effect to the recent financing, current asset ratio is now about 4 to I. 
At the year end, however, current assets of $6,362,000 were only 
about I'/ times as large as the then current liabilities. Full year 
operations resulted in a profit of $954,424 in 1939 or the equivalent 
of $0.71 a common share as compared with a loss of slightly more 
than $1,000 in 1938. Dividends have not as yet been resumed since 
the last payment in 1937. 


OUTLOOK: Sharply better results in the last half of 1939 permitted 
the company to earn more than $0.50 a share in that period. With 
a fairly heavy order backlog on hand at the year end it is likely that 
first half earnings will be well above those of the first half of 1939 
when net income equivalent to $0.16 a share was reported. The com- 
pany is strongly dependent upon the heavy industries for business 
volume but the line of products is so diverse that it is improbable 
that satisfactory business will not be forthcoming from a goodly num- 


_ ber of the company's customers. 


MARKET ACTION: Market Blaw-Knox’s moves 
Blaw-Knox Average in relation to avge. 

‘37 high to '38 low....... 69% decline 64% decline 5% wider 

*38 low to '38 high....... 95% advance 16% advance 26% wider 

38 high to '39 low....... 56% decline 34% decline 35% wider 

'39 lowto '39 high....... 109% advance 44% advance 148% wider 


Average volatility on four moves 53% greater than the M. W. S. index of 309 common 
stocks, 


COMMENT: Recent price—l0. The fact that the company deals in 
capital goods makes the shares respond sharply to the variations in 
the prospects of heavy industry. 


Long-Term Record 


Net Sales Netincome Net Per Divi- Price 
Year (millions) (millions) Share dends Range 
ee $16.66 $2.69 2.03 $1.50 4114-23 
lL = NF 75 0.57 1.1214 29 -6 
Lb ae NF d .67 do.51 eens 10 = 35% 
aa NF 11 0.08 1914- 31 
a NF .04 0.03 soa 1614- 6 
ee 7.53 56 0.43 aes 17. - 9% 
MAD... 3... 11.51 1.55 1.17 0.80 24%, -1414 
ol 17.16 2.38 1.78 1.20 29%- 9 
| ae 10.96 -16 0.12 Sites 193/4,-101/2 
| 13.07 1.00 0.71 1734- 81 
NF—Not available. d—Deficit. 
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BUSINESS: While Crane Co. is one of the leading producers of 
plumbing and heating equipment for the building industry, it has 
an even more important interest in general industry through its exten- 
sive line of valves and pipe fittings. These products include apparatus 
for controlling liquids, gases, steam and vapors used by the railroads, 
public utilities, oil refiners, etc. The domestic equipment line includes 
bath tubs, sanitary equipment, radiators for steam and hot water heat 
as well as the service pipes and valves for these devices. The com- 
pany has six plants in this country, four in Canada and one each in 
both England and France. 


FINANCIAL POSITION: An issue of bonds in the amount of $10,- 
691,800, due in 1951 precede 587,157 shares of 5% preferred stock 
and 2,348,628 shares of $25 par value common stock. At the close 
of last year, current assets of $54,304,850 were nearly seven times 
larger than total current liabilities. Of the total current assets, cash 
items, amounting to $14,632,1!5 was nearly three times as great as 
the total current debt. Inventories of $27,754,974 were only about 
$3,000,000 larger than at the close of the previous year. Earnings 
which amounted to $1.55 a share last year as compared with a deficit 
after preferred dividend requirements in 1938, resulted in the resump- 
tion of common dividends with a payment of $0.60 in December, 1939. 


OUTLOOK: During the first six weeks of 1940, the company's busi- 
ness was slightly better than a year ago. The building supply end of 
the business promises to be somewhat better than in 1939 but there 
are many uncertainties facing the industrial section. The company is 
cognizant of these possible difficulties and in the recent annual report 
indicates that they are taking all steps to minimize the possible effects 
of any sharp downward swing in business. Although there is no estab- 
lished dividend rate it is likely that common payments which were 
re-established last year will be continued during 1940. 


MARKET ACTION: Market Crane's moves in 
Crane Co. Average relation to avge. 
‘37 high to '38 low....... 66% decline 64% decline 3% wider 
'38 lowto '38high....... 123% advance 16% advance 52% wider 
'38 high to'39low....... 62% decline 34% decline 82% wider 
'39 low to '39 high...... 137% advance 44% advance 211% wider 


gana volatility on four moves 87% greater than the M. W. S. index of 309 common 
ocks, 

COMMENT: Recent price—2I. It is probable that 1940 earnings will 
run somewhat below last year's although the shares should continue to 
reflect prospects in both the building and other industrial fields. 


Long-Term Record 


Net Sales Netincome Net Per Divi- Price 

Year (millions) (millions) Share dends Range 
Tee NF $2.73 $0.71 1.75 4419-397; 
er NF d7.99 d3.81 0.8614 41 -121 
a NF d7.54 d3.64 wane 13 -2% 

ee $38.35 d1.87 d1.23 are bag 3 
1934.. .. 50.66 1.02 Nil sais 1134- 5% 

4 a 57.49 1.44 0.18 a 271/e- 7 

78.01 5.80 2.04 Sees 5014-24 
98.54 9.77 3.63 1.00 5619-221 

74.31 .38 d0.25 bane 4214-19 

88.18 4.61 1.55 0.60 38 +16 


d—Deficit. NF—Not available. 
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BUSINESS: The Martin Parry Corp. formerly made automobile bodies 
but sold the body plant to General Motors in 1930. Since that time 
the company has been engaged in the development of drawn metal 
products which include windshield frames, house construction mem- 
bers, door and window frames, kalamein doors and panels in which 
metal is bonded to fibre for partitions, etc. The company is now 
making a line of pre-fabricated metal houses. Of most importance 
at this time is a device by which the French 75 mm gun can be 
adapted for motor transportation. 


FINANCIAL POSITION: There is currently outstanding $292,300 of 
first mortgage convertible 5% bonds maturing in 1944. The bonds 
may be converted into common stock in the ratio of one share of 
common stock for each $2 par value of the bonds. Following the 
bonds are 178,850 shares of no par value common stock. Since the 
company has not had a profitable year since 1928 the financial posi- 
tion is not all that might be desired, although at the close of the 1939 
fiscal year on August 31 cash items alone were well in excess of total 
current liabilities. Inventories of $68,291 on the same date were not 
excessive but it is quite probable that they were expanded consid- 
erably after that date in common with other similar companies. 


OUTLOOK: Although the company is no longer dependent upon the 
automobile industry for the major part of its business it has a suffi- 
ciently large interest in other cyclical industries to make the sales 
conform closely to business activities in general. With orders car- 
ried over from the highly active quarter of 1939, the company re- 
ported earnings per share of $1.12 for the first fiscal quarter and it is 
understood that results of the second quartely period were highly 
satisfactory. However, the final half outlook is uncertain and it is 
not likely that dividends will be inaugurated this year. 


MARKET ACTION: Martin Parry's 


Market moves in 
Martin Parry Average relation to avge. 
'37 high to '38 low....... 83% decline 64% decline 30% wider 
‘38 low to '38 high....... 217% advance 16% advance 186% wider 
38 high to 39 low........ 12% decline 34% decline 112% wider 
39 low to '39 high....... 406% advance 44% advance 822% wider 


en volatility on four moves 287% greater than M. W. S. index of 309 common 
stocks. 

COMMENT: Recent price—I2. The recent sharp advance is based on 
the expectation of good earnings. Low prices assist the volatility of 
the shares marketwise. 


Long-Term Record 


Net Sales Net Income Net Per Price 

Year* (millions) (millions) hare Range 
NOB e oss ccsiesiiaees $2.59 d$.39 d$3.38 8i4- 2% 
ESR 36 d .26 d 2.66 3} #2 
RP ce pnesa nantes .03 d .18 d 1.48 - % 
Ms cécvcacnacess .22 d .02 d 0.13 a Ve 

EN aca ch nace dx .40 d .08 d 0.60 12 4 

Eee ar 20 d .13 d 1.14 a 
GEE Sogn pe Ceecnet d .16 d 1.28 12 «= $% 
I acters eee ens os d .18 d 1.05 13%e- 1% 
eben cecnesacsane .33 d .06 d 0.33 7 2% 

NE cv ctacueucaues .37 d .05 d 0.33 1014- 2 


*—Ending August 31. d—Deficit. 


Htunbnall Stock Mfpratioal 


817 











NATIONAL GYPSUM CO. 


Eight Volatile 


NEWPORT INDUSTRIES, INC. 








ae Aco {f | i+sHs-— 
| 7 AL | | [pally tulu. 


eT 








THOUSANDS 


1938 1939 1940 




















Dae 











NEWPORT INDUSTRIES , INC 


+ ee 
| 
mi 









































« itty tay ty 

tol — hee oe | or vote 
a. — | | eee nian aa 
4 i soon : 4 Ee | 
2100 i a -————4 
5 n He. pipe). a eee || 
3 0 til I Hollitiadies.:, | 
r 1938 1939 1940 _| 


1937 








BUSINESS: National Gypsum Co. is engaged in the production and 
sale of lime, insulation material, gypsum, wire lath and other metal 
products, acoustical materials and casein paints. The line of products, 
141 in number, offers all materials necessary for the construction of 
walls and ceilings and are sold under the trade name of "Gold Bond." 


FINANCIAL POSITION: The company has outstanding a $5,000,000 
3% per cent, serial debenture bond issue of which $195,000 is due in 
1940 and the remainder in installments until 1954. The junior capital- 
ization consists of 60,000 shares of 4'/2 per cent, $100 par value pre- 
ferred stock and 1,261,458 shares of common. Current asset ratio at 
the close of 1939 was nearly 5 to I. Of the $6,511,279 of current 
assets, cash items were $2,090,627 and inventories about $2,412,366. 
Mineral deposits and timber lands from which the greatest part of 
the company's raw materials are obtained were carried at a depreciated 
value of $1,421,590 despite the fact that the gypsum deposits are 
estimated to be ample for over 200 years at the current high rate 
of consumption. 


OUTLOOK: The company's business has been growing at a slightly 
better rate than the construction industry as a whole and promises to 
benefit substantially from the decided trend to lower cost homes. 
This is so because of the fact that National Gypsum has devoted much 
effort to adapting the various products to this type of construction 
without cheapening the quality of the finished structure despite the 
relatively low selling prices. The company's sales for 1939 were about 
32 per cent above those of the previous year and resulted in earnings 
of $0.94 a share of common stock as compared with $0.49 a share 
in 1938. The gain in earnings was much better, proportionately, than 
sales and indicates a strong earnings leverage for the common shares. 
In the 1939 annual statement, the management indicates that further 
sales gains are confidently expected this year. 


MARKET ACTION: 


Nat'l Gypsum's 


National Market 


moves in 
ypsum Average relation to avge. 

‘37 high to '38 low...... 72% decline 64% decline 12% wider 

‘38 lowto "38 high....... 235% advance 16% advance 209% wider 


‘38 high to '39 low....... 50% decline 


34% decline 
"39 lowto '39 high....... 104% advance 


47% wider 
44% advance 


137% wider 
Average volatility on four moves 30% greater on declines but 173% greater on ad- 

vances than M. W. S. index of 309 common stocks. 

COMMENT: Recent price—I!. The market price of the shares is 

strongly influenced by building industry seasonal factors which are 

improving. 


Long-Term Record 


Net Sales Net Income Net Per Price 
Year (millions) (millions) Share* Ranget 
1932... $2.03 $.23 a ee 
a 2.05 27 0.15 
Oe nk og be Sie 2.56 32 0.23 
ASS ee 4.28 53 I ere 
eee ce 7.66 1.02 ee ee 
=e 10.16 69 0.33 18%- 4% 
SS a wins cere 9.83 -92 0.49 1634- 5 
1939.. 13.02 1.46 0.94 16%%- 8% 


Sciidiigund to reflect reclassification of former “A & “B’* common 
i t—Stock not listed until 1937. 

















BUSINESS: Newport Industries is one of the leading makers of rosin, 
turpentine and pine oil produced from the steam and solvent treatment 
of southern pine stumps. All of the products find extensive use in 
most of the arts and are in strong demand. Research in recent years 
has led to the synthetic production of camphor, anethol, terpineol 
and other terpene hydrocarbons. Plants are located in Florida and 
Louisiana, close to the company's raw material supplies. About 18,854 
acres of the company's cut-over woodland is leased to prospect for 
oil, gas and minerals. 


FINANCIAL POSITION: The company has no funded debt, although 
a subsidiary has a $717,325 note issue due in 1947. The Newport 
Industries is obligated to purchase 3 per cent of the largest amount 
outstanding in each year subsequent to 1937. The sole equity obliga- 
tion is 621,359 shares of $1 par value common stock. Earnings have 
varied sharply in recent years but the company reported a profit equal 
to $0.66 a share of common stock for 1939 as compared with a loss 
of $0.08 a share in 1938 and a gain equal to $2.22 in 1937. Dividends, 
which were omitted late in 1937 have not as yet been restored. At the 
close of 1939, current assets, of $2,698,400 of which cash was $1,160,- 
891 and inventories were $979,877, were better than 6 times larger 
than total current liabilities. Earned surplus was $64,335 as compared 
with a deficit of $350,465 at the end of 1938. 


OUTLOOK: Since the company did not experience a strong better- 
ment in sales until the latter part of last year it is probable that the 
first half of 1940 results will compare very favorably with those of a 
year ago. Most of the principal consumers of the company's products 
are still actively operating and as a consequence, the early prospects 
of the company are good. Results of the last half year operations 
will depend closely upon the trend of general business. Exports, which 
normally represent less than 40 per cent of total sales volume reached 
50 per cent in the closing months of the last year. 


MARKET ACTION: Newport Market Newport's moves 
Industries Average in relation to avge. 

'37 high to '38 low..... 16% decline 64% decline 19% wider 

*38 low to '38 high.... 98% advance 16% advance 29% wider 

'38 high to '39 low....... 56% decline 34% decline 65% wider 

39 low to '39 high... 109% advance 44% advance 148% wider 


Average volatility on four moves 65% greater than M. W. S. index of 309 common 


stocks. 


COMMENT: The increasing volatility of the shares is caused by the 
fact that the company's products are highly important war materials. 


Long-Term Record 


Net Sales Net Income Net Per Price 
Year (millions) (millions) Share Range 
$2.13 d$.42 d$0.82 6 - 1% 
1.75 d .35 d0.68 334- 1% 
2.35 .03 0.0 1134- 13/4 
2.80 16 0.31 13_ - 5% 
3.41 -30 0.57 10%- 43 
4.36 51 0.98 40 -9 
5.46 1.15 2.22 4134-101, 
3.62 d .47 do.08 19th- 97 
ss 4.57 41 0.66 1734- 814 
Note: The only common dividends paid were $0.60 a share in 1936 and 
$2 a share in 1937. d—Deficit. 
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Low-Price Stocks (contd) 


NEW YORK CENTRAL RAILROAD CO. 
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BUSINESS: The N. Y. Central System operates about 11,215 miles 
of road between New York City and Chicago with lines as far south 
as St. Louis thus serving a rich agricultural area as well as the highly 
industrialized section of Michigan, Indiana, Illinois, Ohio and New York. 
Steel, coal, automobiles and petroleum are all important contributors 
to the road's income. Passenger traffic, including the heavy commuta- 
tion areas of Chicago and New York City, furnish as much as 25 
per cent of operating receipts. 


FINANCIAL POSITION: The system has $690,610,592 of funded debt 
outstanding and is liable for $22,472,195 of rentals. The equity struc- 
ture consists solely of 6,447,005 shares of no par value common stock. 
As of December 31, 1939, total current assets of $82,366,000 exceeded 
total current liabilities by $19,766,000. Of the total current assets, 
$30,659,000 was cash and other cash items totalled $5,602,000. For 
the calendar year December, 1939, the company reported net income 
after all charges equivalent to $0.69 a share of common stock as 
compared with a deficit of $3.13 a share in the same period of 1938. 


OUTLOOK: Industrial activities in the New York Central's service 
area are continuing at good levels and while car-loadings have de- 
clined in keeping with seasonal trends, it is probable that traffic and 
earnings of the road will be satisfactory for the first half year at 
least. Over the longer term, the company is well situated to benefit 
extensively from any new cyclical recovery of business and industry. 
The property has been maintained in good condition and due to the 
large rail replacement program completed in 1937, the road is well 
placed to handle large volumes of traffic without heavy additional ex- 
penses for new equipment. Although the present rolling stock is in good 
average condition the company is continuing to place it in better order 
in anticipation of extensive export business to develop later this year. 


MARKET ACTION: Market Central’s moves 
N. Y. Central Average in relation to avge. 

‘37 high to '38 low....... 82% decline 64% decline 28% wider 

,38 low to '38 high....... 118% advance 16% advance 57% wider 

,38 high to '39 low....... 49% decline 34% decline 44% wider 


39 lowts ‘39 high....... 109% advance © 44% advance 150% wider 


gaa volatility on four moves 70% greater than M. W. S. index of 309 common 
stocks. 


COMMENT: Recent price—I5. Current prices, about midway be- 
tween last year's high and low levels, is better than average for the 
railroad shares. Conditions favor spring traffic. 


Long-Term Record 


Oper. Available Fixed 

Revenue Charges Charges Net Per Price 

Year (millions) (millions) Earned Share Range 
1930. $478.9 $92.9 1.63 $7.21 19234-1051 
: ee 382.2 59.5 1.04 0.49 13214- 24% 
lo 293.6 40.2 0.69 d3.66 36%- 8% 

Le 283.3 53.0 0.91 d1.08 5810-14 
ae 295.1 50.9 0.87 d1.54 4514-1834 
) 310.2 58.5 1.00 0.02 2954-1214 
|. SES 361.1 66.1 1.16 1.79 497/g-273/, 
Co ae 366.2 58.6 1.12 0.99 5514-1512 

| ee 298.7 29.1 0.59 d3.13 2134-10 
WP 6 ses eics 341.0 50.7 1.10 0.69 2314-1114 


d—Deficit. 
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BUSINESS: Southern Pacific operates 13,200 miles of road in Utah, 
Oregon, California, Texas and Louisiana. The system operates steam- 
ship service from the Gulf of Mexico to New York and the controlled 
"Cotton Belt" railroad extends through the South and the Middle 
West. Much traffic is interchanged with the Union Pacific R.R. at 
Ogden, Utah. 


FINANCIAL POSITION: The company has a funded debt of $706,- 
674,640 outstanding and in only the poorest of years have fixed 
charges not been fully covered. Since 1930, fixed charges have been 
covered on an average of 1.14 times. Following the funded debt are 
3,772,736 shares of capital stock upon which dividends at the rate of 
$6 a share were maintained from 1907 to 1931. The last dividend 
payment was $I a share made in 1932. As of December 31, 1939, the 
company was in fair financial condition. At that time current assets 
totalled $58,621,000 as compared with total current liabilities of 
$45,967,000. Cash and cash items which amounted to $28,387,000 at 
the close of the year were nearly $7,000,000 higher than at the close 
of 1938 and loans and bills payable, which totalled $18,000,000 at the 
close of 1939 were $2,000,000 lower than the year before. Near term 
debt maturities amounted to about $3,000,000. 


OUTLOOK: The company's partly owned Pacific Fruit Express is a 
source of continued good income as are the various investments in 
coal, oil, lumber and other non-railroad activities. Although these 
extra activities do not contribute as heavily as formerly to total in- 
come, they represent good future prospects. The road's traffic outlook 
is favorable, especially since the movement of grain is of minor im- 
portance. Over the long term the territory holds excellent promise 
although medium long term debt maturities may present a future prob- 
lem. While 1939 net income was equivalent to better than $1.60 a 
share, it is unlikely that dividends will soon be restored. 


MARKET ACTION: Southern Market So. Pac. moves 
acific Average in relation ot avge. 

*37 high to '38 low....... 85% decline 64% decline 33% wider 

38 low to '38 high....... 204% advance 76% advance 168% wider 

*38 high to '39 low....... 62% decline 34% decline 82% wider 

*39 low to '39 high....... 106% advance 44% advance 141% wider 


Average volatility on four moves 58% greater on decline but 155% greater on ad- 
vances than M. W. S. index of 309 common stocks. 


COMMENT: Recent price—I2. Seasonal factors should prevent an 
early return to 1939 low levels barring general market weakness. 


Long-Term Record 


Oper. Available Fixed 

Revenue arges Charges Net Per Price 

(millions) (millions) Earned Share Range 
1930. $258.8 $61.1 2.01 $8.24 127 -88 
, | ee 198 38.5 1.23 1.92 1091/o-2614 
ol ae 124.6 25.7 0.82 41.53 375/g- 6) 
1933. 129.9 26.7 0.84 d1.32 3834-111 
1934. 149.2 32.2 1.01 0.11 3334-14 
1935 163.4 32.9 1.08 0.62 2514-12% 
Co. 204.3 45.1 1.47 3.84 477fg-23'4 
1937 225.0 31.5 1.02 0.20 655-17 
See 200.1 23.9 0.78 d1.81 2814- 9% 
1939. 218.0 36.2 1.20 1.63 215/4-101%4 
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Goodrich Earnings Discounted 


Doubts on Continued Volume Gains and Fear of Raw 


Material Squeeze Cause 


By WARREN 


OF sian fourth in size among the giants of the rubber 
industry, B. F. Goodrich has total assets of nearly $130,- 
000,000 and last year sold over $135,700,000 worth of 
tires, footwear, and mechanical rubber goods. Far more 
important is the fact that in so doing the company raised 
its net income from $0.14 per share to $3.50 per share. It 
is the proof that from many standpoints, 1939 was an 
excellent year for Goodrich. 

The production of rubber goods is unique among Amer- 
can industries since the tree from which latex or crude 
rubber is drawn cannot be grown in this country. The 
rubber must come from the Middle East, half way around 
the world or other tropical areas. And what is more, 
practically none of the supply is controlled by American 
interests although by far the greatest market is found 
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here. Since the large companies, therefore, must main- 
tain heavy inventory positions, the wide price fluctua- 
tions in crude rubber can result in inventory losses that 
wipe out operating profits completely. Last year the 
situation was favorable for all the companies, since both 
sales and prices moved up together and low cost in- 
ventories showed increases in value. And the rubber 
concerns were able to turn their selling abilities to good 
use. 

Goodrich sales for last year increased 24 per cent over 
1938, and notable gains were shown for all divisions. 
With automobile production up and the gains in con- 
sumer purchasing power bringing in greater replacement 
tire demand, the tire division, which sells a large per- 
centage of its output to General Motors, had a profitable 
year. But it was in the mechanical rubber goods and in 
the synthetic rubber fields that the greatest progress was 
made. Goodrich has always been a leader in the devel- 
opment of new products, and from its research labora- 
tories have come some of the major discoveries that 
have added thousands of miles to the running life of 
tires, increased safety for drivers, and broadened the use 
of rubber to the point where it finds application in prac- 
tically every field of endeavor and every phase of modern 
life. The list of the company’s regular products numbers 
over 32,000 items and is growing from day to day. 

The most startling development in recent years is the 
invention of Koroseal. This substance was discovered 
by Dr. Waldo Semon during a search for a method of 
bonding rubber to metal. Not rubber at all, but a pure 
synthetic, it is a compound of coke, limestone, and salt 
that bears the imposing technical name of plasticized 
polyvinyl chloride. It is almost completely chemically 
inert, resists corrosion of all kinds, and can be produced 
in hardnesses ranging from that of bone to soft jelly. 
Since it is light amber in its natural state, it can be dyed 
to any desired hue. Koroseal can be milled, molded, ex- 
truded, tubed, and coated on all fabrics with the excep- 
tion of acetate rayon. It is comparatively cheap so that it 
has already found wide commercial and _ industrial 
acceptance. 


General Electric has contracted to produce Koroseal- 
coated wire which it markets under the trade name of 
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Giant airplane tire by Goodrich. 


Flamenol and which has high insulative qualities while 
at the same time obviating the necessity for the usual 
complicated many-covering process of shielding wire. 
Goodrich itself is pushing the sale of the material to the 
chemical, steel, alloys, textile, wire and cable and photo- 
graphic industries. 

Another recent development of the company is the 
production of industrial belting with the cord principle 
that revolutionized the tire industry. The operating 
economies of the new belting and conveyor equipment 
bulk large in industries where profit margins are small, 
and the work done by the company in solving special 
problems has been both notable and profitable. The 
menace of ice forming on the wings and controls of planes 
was an obstacle in the development of safe and regular 
transport flying, but Goodrich rubber de-icers have 
solved the problem and are now standard equipment for 
most planes. Work in the aviation field 
goes forward constantly, and the an- 
nouncement of even finer de-icing equip- 
ment is expected shortly. Goodrich also 
holds an important place in the manu- 
facture of airplane tires, producing them 
in all sizes from the tiny ones on the 
Piper Cub planes to the giants that are 
used on transports. 

In addition to operating at high speed 
in both the sales and the research divi- 
sions last year the company took ad- 
vantage of the excellent crude situation 
and earnings gains to attack the rather 
ponderous financial structure that had 
been built up over the 70 years the com- 
pany has been in the rubber industry. 
An issue of $18,319,200 in 6 per cent 
debenture bonds due in 1945 was paid 
off with $18,000,000 in 3 per cent bank 
loans and $1,055,082 from the treasury. 
The resultant saving in interest amounts 
to $330,000 annually. The bank loan 
agreement calls for the repayment of 
$1,200,000 annually through 1944 and 
the balance in 1945. Other bonded in- 


APRIL 6, 1940 


debtedness as it now stands includes an issue of $25.- 
030,000 in 414 per cent bonds due in 1956 and $115,505 
in mortgage bonds of a foreign subsidiary which are due 
in 1943. Since the 444s sell around 10514 and are call- 
able at 104 they might be called and replaced by a 
lower interest bearing issue at a considerable saving to 
the company. Such a move, however, would be con- 
tingent upon a continuance of the progress made earn- 
ingswise last year. 

Next in claim on earnings after the $41,345,505 of 
bonded and bank indebtedness, is an issue of 412,031 
shares of $5 cumulative preferred stock. Dividends on 
this issue totaled $6.25 per share last year of which $1.25 
represented arrears carried over from 1938. With these 
cleared up the way was free to make a payment on the 
common, and a $1 per share dividend was accordingly 
declared on the 1,303,255 shares of capital stock. The 
number of common shares outstanding is not large for 
the size of the company, and earnings pile up rapidly 
once prior charges have been met. 

Goodrich’s interests abroad in those countries affected 
by the war are not great. In the vear-end statement for 
1939 they are carried as a separate item of $1,610,481 
and are estimated to have shown a small profit for the 
year which was, however, not included in the earnings 
statement. The effect of the war on the company is 
primarily a matter of the crude rubber supply. At the 
outset of hostilities there was some fear that either the 
plantations would be seized or the shipping facilities 
would in some way be interfered with. These fears have 
since been removed as the imports of crude increased to 
meet the gains in consumption. Domestic rubber stocks 
at the end of February were estimated to be 148,776 
tons, a decrease of 31.6 per cent from the figure of 217,534 
tons at the end of the same month a year ago. At the 
same time the rubber afloat to the United States stood 
at 112,257 tons at the end of February as compared with 
55,814 tons afloat at the like period of the year before. 

Of course from the long (Please turn to page 832) 





Goodrich makes Koroseal lining for industry's acid tanks. 
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Substantial Profits on Small Capital! 


Exceptional Short-Term Profit Possibilities Are 
Now Open in Low - Priced Common Stocks 


OUND common stocks, low and 

moderate in price, form our 
Unusual Opportunities Program. 
Price alone, however, is not enough. 
On account of this very factor, all 
issues considered have to be listed 
on the New York Stock Exchange 
and pass a rigorous test made by 
our analysts. 








Take Advantage of 
This Situation! 


Many sound low-priced stocks have 
not as yet reflected recent and an- 
ticipated business expansion of ex- 
ceptional proportions. 


Such stocks are slow to discount 
earnings improvement which at first 
is barely perceptible but soon begins 


out recent .market movements, 
these issues have been reanalyzed. 
From this new group, our recom- 
mendations will be made. Tem- 
porarily quoted around 20, these 
stocks can rebound into the 25-30 
price range. 


Consequently, profits of 5 to 10 


| to show large percentage gains. points should be available in such 
Every stock approved must have | Market values then move up quickly issues. They should prove most 
@ sound capital structure, out- scghap raed 
standing earnings prospects and 
enjoy a broad market. The com- 
pany must represent an industry | 
with a favorable outlook. Above | 
all, the issue most hold unusual | 


profitable mediums for the re- 
placement of present holdings that 
face a dubious outlook. You may 
switch 20 shares of a stock around 
40, into 50 of a stock at 20, and 
materially enhance your profit 
prospects. 


| Three Unusual Opportunities .. . 
averaging around 20 .. . have 
just been selected. To participate 
in the moves of these stocks from 
the beginning when the greatest 
profits are available . . . enroll 
with THE Forecast—NOW. 











near-term profit possibilities. 





3 Stocks Selected . . . Three Unusual Opportunities 

. averaging around 20... . have just been selected. 
They will be recommended to you as a FORECAST sub- 
when our market technicians feel it is the most 


Only $1000 Required . . . This Unusual Opportunities 
Program is one of the most popular provided by THE 
FORECAST. With $1000, it may be followed in 10 share 
lots, generally on an outright basis. With a larger amount, scriber... 
you may proportionately increase your operating unit. 
The maximum number of stocks carried at one time is five. 
Capital or collateral goes a long way in taking advantage 
of these low and moderate priced trading mediums. 


opportune time for you to buy. 


Commitments will then be kept under our continuous su- 
pervision and we shall advise you . . . by telegram and 
by mail . . . when to close them out and whether to keep 


Profits of 5 to 10 Points ... At current market levels, a hae ar ee a 
many selected stocks that meet our Unusual Opportunity Mail the coupon below to take an advantageous position 


qualifications are selling within our price limit. Through- in these three Unusual Opportunities. 





THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street FREE 
90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 


e 
Service 
I enclose (] $75 to cover a six months’ test subscription [] $125 to cover a full year’s subscription to 
The Investment and Business Forecast starting at once but dating from May 15, 1940. I understand to 


that regardless of the telegrams I select, I will receive the complete service by mail. ([) Check here if 

FREE Air Mail is desired in the United States and Canada where it expedites delivery of our bulletins. May 5th 

Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our 

Private Code after our Code Book has had time to reagh you.) e 

(0 UNUSUAL 
OPPORTUNITIES 


We serve only in an 
advisory capacity, han- 
dle no funds or securi- 
ties and have no finan- 


Lew-priced Common Stocks for Market Appreciation. One or two wires a 
month, on average. Maximum of five stocks carried at a time. $1,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 


Active Common Stocks for Short Term Profit. One or two wires a month, 
on average. Maximum of five stocks carried at a time. $2,000 capital 


() TRADING 


ADVICES sufficient to buy 10 shares of all recommendations on an outright basis. cial interest in any 
issue or brokerage 
Dividend-paying Common Stocks for Profit and Income. One or two wires a - 

O BARGAIN month, on average. Maximum of five stocks carried at a time. $2,000 capital house. : Our sole ob 
INDICATOR sufficient to buy 10 shares of all recommendations on an outright basis. jective Is the growth 
A, Ree a eee EERE ee. Meee ea RR CAPITAL OR EQUITY AVAILABLE............ of your capital and 
income through coun- 

MN aos 5 is 05 55 oy AE Ss nh cea a RN ne ee Fee a 
sel to minimize losses 

DE, sob: 6 Sawa G ESA NG AAS eee SRN Osea RN is sia © Sve sein esate Mo ecautie har o0s teak tee ws es Oe 


: 3 : So 2 3 aes . d secure profits. 
Continuous Consultation Service Provided. List Your Securities Now for Our Analysis. —* sl 
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a! BUSINESS ACTIVITY 
M. W. S. index 
CONCLUSIONS 

nents, 
lyzed, INDUSTRY — Consumption now ex- 
com- ceeds production as recession flat- 
Tem- tens out. 
these 
25-30 ye 7 PnaP 

8 95 \ fff ‘of TRADE—Wholesale trade better than 

“ iN me retail as stores stock for Easter. 

m 90 a 
o 10 iS a e. 
such asks 1939 Fal me ° COMMODITIES—Price range narrow 
most se ae i - * and irregular. 
thet “ 
Ta, MONEY AND CREDIT—Excess re- 
sical serves again move upward. Upward 
and trend in commercial borrowings in- 
rofit terrupted. 
ities 
ted. 


“| Dhe Business 


and While per capita Business Activity has 3 U S | N E S S CR E D | 5 


~— dipped since our last issue to the approximate Mein ea 
level of early August, there are indications that 
the decline may be leveling off preparatory to 
hon a gradual upturn—beginning possibly in April. 
Such is the impression conveyed by this Pub- 
lication's Business Index on a monthly basis; 
~_ which averaged 99.8 at the 1939 peak in De- 
cember, 99.0 in January, 93.5 during February, 
and about 90.8 for March compared with 84.0 in 
March of 1939. Without adjustment for popu- 
lation growth (Federal Reserve basis), our Index 
averaged 106 in March compared with 109 for 
February. Average for the first quarter, on a 
per capita basis, was 94.4. This was an increase 
of nearly 13% over the like period of 1939, 
which suggests that first quarter's profits, by 
and large, will compare favorably with the like 
period last year. 





DEPOSITS 


” 
« 
< 
4 
a 
° 
ra) 
3 
a 
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* * * 


It is noteworthy that the brunt of poor pro- 
duction thus far has been borne by a compara- 
tively few lines—notably steel, coal and auto- 
mobiles—while, after three months of recession 
in the general business index, most industries 
still enjoy record, or near record, prosperity. 
This is scarcely the setting for an incipient ma- 
jor depression, except in the unlikely event of ‘ 
peace. On the other hand it should be kept JFMAMJJASONDIJI FMAM) JASOND 


(Please turn to following page) t1O WEEK RUNNING AVERAGE OF 140 CITIES 
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Business and Industry 














































































Latest Previ Last 
me ok eee Year PRESENT POSITION AND OUTLOOK _ 
INDUSTRIAL PRODUCTION(a)| Feb. 109 119 99 | ee | 
INDEX OF PRODUCTION AND Continued § 
TRADE patie pea Feb. 89 92 83 erent een pane ae) 
MEL EGS Wa Vicotee ies hes Feb. 89 93 82 tantly in mind thet busi in thi t 
Dunble Goods.............-. Feb. 81 87 | gaia ceaetiais-Ay untaed Senuadyy-cscn: deomoniic 
Non-durable Goods ite Sa aaah ea Feb. 94 97 89 conditions, despite prospects of expanding war- 
Primary Distribution eres edb e dees Feb. 87 89 76 bred demand for our exports. It is perhaps not 
ne to Consumers BAe ata Feb. 92 93 89 sufficiently appreciated even at this late date 
Miscellaneous Services... . seseee] Feb. 88 87s 82 | that our boom of 1916-18 was occasioned largely 
WHOLESALE PRICES ). Pa Ee Feb. Bok 78.7 ay 79. 4 a 16. on by the enormous increase in production incident 
Rastsdiel afin : fe sto this country's participation in the war; and only 
INVENTORIES (n. i. 3) in relatively small measure due to foreign demand, 
Raw Materials................, Jan. 97.0 98.6 104.8 which appeared to be much larger than it was 
Semi-Finished Goods.......... | Jan. 85.0 85.4 115.7 because of inflated premiums above domestic 
Finished Goods............... | Jan 107.9 105. 6 100.9 prices commanded by goods for export. A few 
tra Rt — uvaaenwaes --—-——| industries will benefit from a prolonged war; but 
COST OF LIVING (d) | the boost to business as a whole will not be 
See ae BPR rime teas Sh oe Bie a os ee ae | much greater than supplied by Government pump- 
Reenter tk otk ms 21> 6.3 eb. . ; . priming expenditures. 
PONE ech ee NSN. ss Feb. 86.6 86.6 86.1 
OSE. ADDIE ae Feb. 73.2 73.0 72.4 git gmt 
F EE Se 
Soar eget RN a “ng . = i ee Among the more encouraging developments 
| Purchasing value of dollar....... ue 1166 117.1 1175 | this year is an incipient revival of activity in the 
pial igs Sere Seen rape, paces new issues market. New capital raised through 
| NATIONAL INCOME (em)+... Feb. $5, 554 $6,065 $5,247 Flotation of corporate securities during the first 
— ANS ry — =| two months was more than 21% times as large as 
CASH FARM INCOME} for the like period last year. Actual volume is still 
Farm Marketing PS den Aegan aa Feb. $537 $617 $471 far below normal; but considerably larger offerings 
| ee sein a a ee Feb. 635 743 526 are in prepmation. 
otal, First 2 Months...... RRS thee Gee ie 1160 
| Prices Received by Farmers (ee)..| Feb. 101 99 92 ict cake Sie 
Prices Paid by Farmers (ee)...... | Feb. 122 122 120 hs eR a: s 
Ratio: Prices R With retail prices averaging 4% above last 
"Paid (ee)... — vil mee c. 83 81 77 | year, dollar volume of department store sales 
SEE : cues | in the week ended March 16 was 6% above last 
FACTORY EMPLOYMENT (f) | | year, compared with a 7% increase for four 
| Durable Goods..............-| Feb. 97.5 99.7 84.2 | weeks. Store inventories in the New York area 
Non-durable goods............ | Feb. 106.6 108.0 103.9 | atthe end of February were 4.3% higher than last 
OEE ERIE ADOT: oll SE SR ue | i 4 i | 
| FACTORY PAYROLLS (f)....| Feb. 978 98.3 6:0 |. coeaaky Seah anal. paloe we Fotenaly rere 
(not adjusted) | 7% above last year, against a two-months’ in- 
RETAIL TR ADE | crease of 9%. Wholesale sales in February 
| An TRA Store Sales (f).......| Feb. 90 99 37 | were 12% above last year; with inventories up 
| Chain Store Sales (g)........... | Feb. 114.0 113.5 108.8 | 9% end wholesale prices averaging only 2% 
Variety Store Sales (g)......... an 119 116 115 | higher than a year ago. Preliminary estimates on 
Rural Retail Sales (j)........... Feb. 139.3 134.5 123.7 | exports for February indicate a gain of 59% 
Retail Prices (s) as of........... | Mar. 1 92.6 99.3 89.1 over ee" baog compared with the January in- 
ware Rene ah aja 2 sai ces Oe crease o 
| FOREIGN TRADE isi EAN 
Merchandise Exports?.......... Feb. $346.8 $368.6 $218.7 Class | rail h 
Cumulative year's totalf to...... Feb. 29 eee ee 431.6 | lass | railroads ad an estimated increase over 
Merchandise Importst Tat Sie ge rH 199.8 241.9 158.1 | last year of 12.6% in operating revenues for 
Cumulative year s total ¢ to. we 99 441.7 he 8 336.3 | February; wenn al rte ue and ag 
} - ‘ ra eas | ger revenues . First rails to report for 
| RAILROAD EARNINGS | February show an increase of 57% in n. o. i. 
Total Operating Revenues*..... 1st2mos. 658,973 _.......... 582,683 Eastern carriers expect to reduce round-trip 
Total Operating Expenditures*. .|1st2mos. 497,860 ...... 453,566 | passenger fares to 2¥%c per mile for Pullmans and 
| jE BS Sean ai 1st 2 mos. ee Tks. 56,676 | 1¥ec for coaches. Western, southeastern, and 
| Net Rwy. Operating Income *.. .|14st 2 mos. vse) ik MR keen ea 51,585 | possibly eastern, roads may join in a plan to pro- 
Operating Ratio %............ 4st 2 mos. a, acca ee Sa 77.84 vide trips by rail on an installment credit basis 
Rate of ‘Return h. sitteeeee ees -| 1st 2 mos. See te. 1.83 | : rae eae 
| BUILDING Contract Awards (k).. Feb. $200.6 $196.2 $220.2 | Residential building ss 
F. H. A. Mortgages ; ons me PIOSPSCrs ale IMprov- 
Selected for Appraisalt........| Feb. 84.5 70.9 86.9 | ing. Building permits issued in February were 
Accepted for Insurancet........ ale 45.0 48.8 41.2 | 5.8% above last year, including a 16% rise in 
Premium Payingt.............. Feb. 51.6 651 44.4 | Residential Permits. Privately financed en- 
j— | gineering construction awards for the year to 
Building Permits (c) date are 4% ahead of the like period in 1939. 
j ke ee eer Feb. 69.4 59.8 58.2 | Union officials are urging building workers to 
ea! ie oN, ES aura ee Feb. 21.1 94.8 23.2 | accept wage reductions on one and two family 
| a 8 BT eee ay eee Feb. 90.5 84.6 81.4 | houses. 
| Engineering Contracts (En){..... Feb. 203.8 192.0 270.9 | 
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Latest Previous Last 
Ped Date Month socio wo, PRESENT POSITION AND OUTLOOK 
| STEEL oe | 
pe | Ingot Production in tons®....... Feb. 4,315 5,620 3,347 | Owi oP eit ms Pe ir ae 
Pig Iron Production in tons*.... Feb. 3,311 4,032 2,307 | a ves 8 nt thes Ot deie ok baa wns 
. Shi ; * utomobile 
* Se 2 arson retin baeatheabacxal a asses i bis — sls only 23% ahead of the like period last year, com- 
<a AUTOMOBILES | — rb MG ae . soe anda — 
Docc atinn | gain for two months. February sales were the 
Faslery Seles... cs... -ssccsss-- Feb. 403,627 432,101 303,220 | largest for any like month on record; but produc- 
| Total 1st 2 Months 1939 835.798 645.388 tion is expanding at a considerably less than 
ame | ee cs fu aalen Cpa oane ey ’ | normal ep rate, owing} to all time peak 
stic | Passenger Cars, U. S. (p)......-- Feb. 218,000(pl) 260,216 164,942 | inventories of 501,000 units. 
jar- | THE Ur oC so aps ce en | Jan. 46,000(pl) 37,460 37,715 se ar 
not | _—$<—$——$$_ 
ate PAPER (Newsprint) a. : 
ely | | Production, U.S. & Canada* (tons)..| Feb. 313.3 335.2 S75 | of NE ee eae as : —— 
ent | | Shipments, U.S. & Canada* (tons)..| Feb. 291.3 325.2 250.2 | : : . 
| ‘ * eat | Feb 014.4 99 | and 56.1 in February, 1939. Locomotives on 
iy Mill Stocks, U. S. & Canada (tons). | oe: . 192.4 212.2 | order Mar. 1 numbered 168, compared with 179 
r | P 7S 5% : ——~|__ on Feb. 1 and 45 a yearago. Orders for 18 were 
dei | LIQUOR (Whisky) | Feb 99 | booked in February. North American stocks of 
tic on — Bee ee a | Feb, ans 6 vane ye Newsprint on Mar. 1 were 13% above last year. 
ew ithdrawn, A Cones Bes ; ; ' 1 
Dut | MeLG) CUMIBOT ss cise ole: siaya o's Sie ws Feb. 29 470,518 469,004 472,934 “iver eo 
be ee —— ——____—— | 
| i 
p- | GENERAL Shee death i 
production during February was 4.3% | 
Paperboard, new arc eg ccc) Sie. 398,125 393,123 342,408 ahead of last year. Output in 1939, at 494,- | 
Railway Equipment rders (Ry) Feb io os . 136,411 pairs, set an all-time record and topped | 
ate in seceweeasonect es ee ‘ie ae 2004 1938 by 8.6%. Cigarette withdrawals in Febru- 
TIOMOGCMS icc e ccs cveeesaes! . ; : : 
“i ho See eo eS ee 
| Cigarette Productiont............ Feb. 13,163 14,568 11,782 . : 
gh igare : production last year, at 87,000,000 gals., dropped 
| Bituminous Coal Production * (tons).; Feb. 39,270 44,940 34,134 aceite : ‘ 
rst ; to a post-prohibition low from the all-time high 
nx | Boot and Shoe Production Prs.*...; Mar. 36,50X(pl) 35,573 42,375 of 245,000,000 als. i 
| ‘ | ,000, gals. in 1936. Stocks more than 
ill Portland Cement Shipments * corcee Feb. 4,905 3,889 5,044 four years old rose 153% to 35,900,000 gals 
gs | Commercial Failures (c)........... Feb. 1,042 1,237 1,202 Mee ; 
| % WEEKLY INDICATORS 
st | Letest Previews Year PRESENT POSITION AND OUTLOOK 
eh Da Date Week Week Ago 
| | M. W. S. INDEX OF BUSINESS Z 
| | ACTIVITY 1923-25—100...... | Mar. 23 89.8 90.5 84.5 Electric power output continues to run better 
wi than 109% above last year and holds close to 
‘ai | ELECTRIC POWER OUTPUT record levels, owing partly to the strong secular 
ie URE: bck is acs als cxyese: Mar. 23 2,424 2,460 2,199 | uptrend. The SEC may prohibit payment of stock 
aed ist es Pe ee PREC OY ___| dividends by registered utility holdings compan- 
i TRANSPORTATION ies which make inadequate provision for deprecia- 
‘ Carloadings, total................) Mar. 23 619,886 618,985 601,948 _ tion. Plans for a national grid system, to cost 
hee aaah foie mg, eee LSS Mar. 23 31,441 31,577 31,679 around $190,000,000, are still on the drafting | 
, (GES SE Rea Mar. 23 118,034. 125,872 110,978 | board, and will not be forced on the industry, 
OE ENE Ear eae Mar.23 33,346 30,877 28,121 according to a recent statement by the National 
| Manufacturing & Miscellaneous...) Mar. 23 259,598 252,096 253,139 | Power Policy Committee. 
ee G3 << eae | Mar. 23 147,685 147,597 153,719 pele: alan 
eels CER 5 Seay Roa e Seer! Rot eee) The steel operating rate continues to recede 
STEEL PRICES as backlogs are worked off; but has not yet 
Pig Iron $ perton(m)............| Mar.26 22.61 22.61 20.61 | dropped below 60% of capacity. Bookings have 
a | Scrap $ per ton (m).............. | Mar. 26 16.29 16.54 15.29 recently increased in number; but not in total | 
| Finished c per Ib. (m)............ | Mar.26 2.961 2.261 2.986 | tonnage. Steel executives insist that there has 
ae — oe : _ been little decline in actual consumption and | 
ak STEEL OPERATIONS | | that the outlook is brighter than appears on the | 
Rint % of Capacity week ended (m)....| Mar. 26 61.0 62.5 55.0 surface, which seems to be borne out by the un- | 
eI aes cat BP NERS Gaal expected dividend of $1 a share just declared on | 
i At a ciievnicla Mar.23. 75.5 717.9 a | ee 
ie ij tn meee eRe eek eB ore 9 © ° doen ele Leos isi! ° . - = i 
‘ PETROLEUM | The Texas Railroad Commission, in setting the 
| Average Daily Production bbls.*../ Mar. 23 3,871 3,890 3,382 April production schedule at 110,000 bbls. 
| Crude Runs to Stills Avge. bbls. *. | Mar. 23 3,560 3,500 3,191 daily above the amount recommended by the 
Total Gasoline Stocks bbls.*...... Mar. 23 101,298 100,616 86,700 | Bureau of Mines, claims that demand will absorb 
4 Fuel Oil Stocks, bbls.*........... | Mar.23 75,197 75,426 79,770 | this supply. Technically this is true; since refiners 
ve Crude—Mid-Cont. $ per bbl... ... | Mar.29 = 1.02 1.02 1.02 | Would rather store gasoline than crude. Conse- 
Crude—Pennsylvania $ per bbl.....) Mar. 29 2.23 2.23 1.48 | quently a “Gas” war has just broken out in the 
Gasoline—Refinery $ per gal...... | Mar. 29 0612 06% 06%, Mid-continent area. 
| t—Millions. | *—Thousands. (a)—Federal Reserve 1923-25—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated | ot 
: term trend. (c)—Dun & Bradstreets. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. go fe) 
| Dept. of Agric., 1924-29100. (ee)--Dept. of Agric., 1909-14—100. (En)}—Engineers News Record. (f}—1923-25—100. (q)— 
Chain Store Age 1929-31—100. (h)U.S.B.L.S. 1926—100. (j)—Adjusted—1929-31—100. (k)—F. W. Dodge Corp. (m)—'lron 
Age. (n)—1 926-—1 00. (n. i. c. b.)}—Nat. In. Conf. Bd. 1936—100. (p)—Polk estimates. (pl)—Preliminaty. (r}—Revised. (Ry)—Rail- 
way Age. (s)—Fairchild Index, Dec., 1930—100. (st)—Short tons. 
| 
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Although commodity futures have rallied moderately 
from their March lows, spot prices continue to hover near 
the bottom levels of two weeks ago, following the “peace 
scare. Strength in the stock market near the close of the 
past week found little or no counterpart in the action of com- 
modities. That supply-demand factors are the ruling force 
in determining current prices is well indicated in the action 
of lead producers in marking prices down, apparently in an 


Trend of Commodities 


effort to stimulate buying. Conflicting crop reports were re- 
flected in erratic market of wheat. Notwithstanding the fact 
that the news continues to emphasize the remoteness of 
peace, commodities like the stock market refuse to discount 
the future. What is undoubtedly required is another buying 
wave such as occurred last fall. This does not appear immi- 
nent, although the continued working off of inventories is 
bringing that day nearer. 





U. S. DEPT. OF LABOR COMMODITIES INDEX 19262100 
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1930 


Changes in Major Commodity Price Groups for the Fortnight Ended March 23, 1940 





LABOR COST 
FINISHED PRODUCTS 


INDEX NUMBERS 


RAW MATERIAL 


| 
1935 
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JJASONDIJFMAMJ 
1939 


ASON 



































NOM fot ys So 67.5 down 1.0 EEE SUS IAN ite hg oe 95.4 down 0.1 
Pee eee SAEs es ce Nudes 69.9 no change Building Material..............-.. 93.3 no change 
Hides and Leather.............. 102.1 down 0.3 eS Sane spe 77.3 down 0.2 
| PO 72.7 down 0.6 Housefurnishings................. 89.5 down 0.1 
Fuel and Lighting................ 72.6 down 0.2 Miscellaneous..............----- 76.5 down 0.3 
SWORDS SEER ER 7 hE 
Date wre. eg ad PRESENT POSITION AND OUTLOOK 
| 
COTTON Cotton. Cotton news last week was featured | 
Price cents per pound, closing by the re-entry of large consumers in the market on | 
REET SETAE Ee Seige Cs Mar. 30 10.74 10.59 8.05 the buying side. In New York new orders placed | 
REE ESPERO SPE Me Uy areca Mar. 30 10.52 10.37 7.85 were reported to have been the largest since last 
UN Ca acoy «nk CRSA Oleic ob Mar. 30 10.85 10.84 8.80 December. Buyers were eager for early deliver- | 
(In bales 000's) ies, indicating that stocks have been drastically | 
Visible Supply, World........... Mar. 30 (X) aR aT depleted during the past three months. Trading 
Takings, World, wk. end.......... Mar. 30 (X) ROWS ap os ae activity was stifled by the uncertainties arising 
Total Takings, season Aug. 1 to....| Mar. 30 (X) pe i ska from the foreign exchange situation. Since the 
GConsmaption UU. Sieve. osc sai ss Feb. 663 730 563 | expiration of the Government subsidy on January 
ERBRME WK OU roi si5 ossk sl ess Mar. 29 74.7 63.7 47.4 | 15, last, very little cotton has been exported. 
Total Exports, season Aug. 1 to..../ Mar. 29 5,142.2 5,029.5 2,796.6 Nor is this trend likely to be reversed pending 
Government Crop Est. (final). ..... 1939 Uk <7 eae A Se 11,943(ac)} Congressionai action on a new export subsidy. 
Active Spindles (000's).......... Feb. 22,804 22,872 22,533 Ae i ee 
Wheat. Wheat prices from this point on will 
WHEAT be strongly under the influence of crop reports 
Price cents per bu. Chi. closing i and weather conditions. This was well indicated 
MUP SS ekg cota enueoewe ss Mar. 30 10414 10514 68 in the confused trend of the market over the past 
MM iid oS as Bate hie NES os Mar. 30 10314 10314 67% | week, as traders sought to evaluate the significance 
Exports bu. (000's) since July 1 to.} Mar. 23 102,232 98,605 106,113 of conflicting weather reports. Moisture was re- 
Exports bu. (000's) wk. end....... Mar. 23 3,627 4,579 421 ported in the spring belt, while continued dryness 
Visible Supply bu. (000's) as of...) Mar. 23 96,182 97,451 78,465 prevailed in the areas planted to hard winter 
Gov't Crop Est. bu. (winter) (000's)..| Dec. 1 399,000 ....... 563,431(ac)| wheat. Private estimates of the spring crop will 
be issued April 4. It is hardly likely that these 
CORN estimates will be bearish and even the possibility 
Price cents per bu. Chi. closing of further liquidation of loan wheat is apparently 
PS ih one sbicieo Some tess by Mar. 30 565 5614 47%, | losing its force as a market factor. 
We Pei took kb Ao. des ek oS Mar. 30 57% 57% 4914 ng “4 
Exports bu. (000's) since July 1 to.| Mar. 23 24,297 24,179 63,206 Corn. Diminishing country marketings have 
Visible Supply bu. (000's) as of...| Mar.23 38,979 39,121 42,478 steadied prices somewhat but large quantities of 
Gov't Crop Est. bu. (000's) (final)... 1939 2,619,137 ...... 2,562,197(ac)} corn are apparently being stored as the period for 
loan applications draws to a close. ° 
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COPPER Copper. Domestic copper markets have been 
Price cents per Ib. extremely dull and reported sales the past week 
Dmatie oe eas. tke: Mar. 30 11.25 11.25 11.25 were very small. Export prices have dropped 
EMBL 8.8 I Pick esaiae- Mar. 30 11.15 TAO oe Ss below the domestic quotation and during the past 
Refined Prod., Domestic (tons).....| Feb. 82,761 84,421 59,225 week sales were reported at 11.15 cents f. a. s. 
Refined Del., Domestic (tons). ....| Feb. 63,215 91,428 48,067 Exports in February totaled 35,656 tons, com- 
Refined Stocks, Domestic (tons)....| Feb. 29 145,393. 135,441 308,958 pared with 57,604 tons in January and 56,012 
Refined Prod., World (tons)....... July 158,236 173,205 139,483 tons last December. Fabricators continue operat- 
Refined Del., World (tons)........ July 181,487 180,433 177,580 ing at a high rate of activity, but the ast wave of 
Refined Stocks, World (tons)...... July 31 490,419 513,670 523,196 heavy buying has adequately filled their require- 
ments for some weeks to come. 
TIN * * * 
Price cents per Ib., N. ¥.......... Mar. 30 45.50 47.00 46.50 Tin. The market has been dull, with prices 
Tin Plate, price $ per box......... Mar. 30 5.00 5.00 5.00 receding slightly. Reports are current that do- 
World Visible Supplyt as of...... Feb. 29 33,148 35,573 40,035 mestic buyers have been taking Dutch tin in prefer- 
Me ee IVEY oe ey aris ae 0 6 > Feb. 4,105 9,780 6,600 ance to the English product, being able to obtain 
U. S. Visible Supplyt as of ....... Feb. 29 11,761 16,202 15,619 tin from the Netherlands Indies at a price cheaper 
than is now possible as a result of British exchange 
LEAD | regulations. The amount of Dutch tin available, 
Price cents per Ib., N. Y.......... Mar. 30 5.05 5.15 4.85 | however, is limited by the International Regula- 
U. S. Production (tons)........... Feb. 43,317 49,683 39,336 | tion Committee. 
U. S. Shipments (tons)............ Feb. 39,176 39,875 34,421 es 
Stocks (tons) U. S., as of.......... Feb. 29 72,658 68,539 122,112 Lead. Large purchases of lead in February 
were undoubtedly at the expense of March busi- 
ZINC | mess and tonnage sales have been small. Prices 
Price cents per Ib., St. Louis....... Mar. 30 5.75 5.75 4.50 | were reduced $2 a ton on March 19 and another 
U. S. Production (tons)........... Feb. 54,532 57,158 44,277 $2 cut was made on March 27, without arousing 
U. S. Shipments (tons)............ Feb. 53,048 57,551 42,639 any considerable interest on the part of buyers. 
Stocks (tons) U. S., as of.......... Feb. 29 67,086 65,602 128,407 | RE: ae 
| Zine. Like lead, current demand reflects the 
SILK | aftermath of the substantial orders placed in Feb- 
Price $ per Ib. Japan xx crack... .. Mar. 30 2.9014 2.9415 2.21 | tuary and there is little likelihood that any appre- 
Mill Dels. U. S. (bales), season to..} Feb. 22,485 29,506 33,219 | ciable pick-up will materialize until stocks in the 
Visible Stocks N. Y. (bales) as of..| Feb. 29 50,306 59,225 38,178 | hands of galvanizers are further worked off. 
* * 7 
RAYON (Yarn) Rayon. Of the major textiles rayon alone is 
Price cents per Ib................ Mar. 30 53 53 51 | the only one which continues to be produced at a 
Consumption. (a)............--2- Feb. 29.7 31.4 25.7 | high rate. Shipments are holding up at a rate 
EE LN SE ne Feb. 29 8.3 7.0 39.6 | better than 15% ahead of last year at this time. 
| Stocks at the end of February were equal to less 
WOOL | than two weeks’ requirements. 
Price cents per Ib. tops, N. Y......) Mar. 30 9814 101 84 | Pa Re) ee 
Silk. Domestic milis have sharply curtailed 
HIDES | production and more recently hosiery manufac- 
Price cents per Ib. No. 1 Packer...| Mar. 30 12% 121% 934| turers have followed suit. Hosiery prices have 
Visible Stocks (000’s) as of....... Feb. 1 12,996 12,862 13,602 | been cut, apparently a defensive measure in anti- 
No. of Mos. Supply as of......... Feb. 1 7.6 7.3 8.1 | cipation of the increasing availability of Nylon. 
\ * * * 
RUBBER Hides. Hide futures have recently ranged | 
PROMOS DOTNO: fic5s cs eNews is Mar. 30 18.19 18.55 15.87 | about 125 points higher than spot prices. This | 
PRION is s'escea.e slo nch owe Feb. 43,088 72,496 36,490 | marked discrepancy reflects the inferior quality of | 
Consumption, U. S.f............. Feb. 49,832 54,978 42,365 | the spot product, a condition which occurs in win- | 
SIGHS US: O8'OE ks. eee es Feb. 29 148,776 156,830 217,534 | -ter when hides removed from animals are not as | 
Tire Production (000's)........... Feb. 4,911 4,977 4,233 | good asare those obtained insummer. tis prob- | 
Tire Shipments (000's)............ Feb. 4,118 4,276 3,640 | able that the gap will be gradually closed. 
Tire Inventory (000’s) as of........ Feb. 10,157 9,389 9,573 | Sine ea 
Rubber. Recent buying in crude has been | 
COCOA held to small scale proportions. Tire shipments 
Price cents per Ib. May........... Mar. 30 5.33 5.35 4.55 in February were about 3.7% under the January 
Arrivals (thousand bags).......... Feb. 438 362 633 leve!, although better than 13% above the level of 
Warehouse Stocks (thousand bags)..| Mar. 29 1,061 1,086 1,164 February a year ago. Stocks in the hands of 
manufacturers increased 8.2% from the end of 
COFFEE January and were about 6% higher than at the end 
Price cents per Ib. (c)............ Mar. 30 1%, 1%, 73) of February last year. 
ee i ee Feb. 29 9,132 8,117 9,199 Slieite y e 
U. S. Visible Supply (bags 000's)..| Mar. 1 1,543 1,452 1,506 Sugar. Domestic raw sugar has as yet given 
no indication of snapping out of its long spell of 
SUGAR dullness. The world contract registered lower 
Price cents per Ib. prices last week, apparently for no other reason 
EAD RESTA OO, LEE Mar. 30 2.80 2.83 2.88 than the absence of exciting war news. Sub- 
Refined (Immediate Shipment)...}| Mar. 30 4.50 4.50 4.50 stantial export inquiries for refined have been 
U. S. Deliveries (000's)*.......... 2 mos. GRBs cc oaek 545.7 reported. Domestic refined prices display? firm- 
U. S. Stocks (000's)* as of (rr)... .. Feb. 29 BO ob Cac nes 677.7 ness at 4.50 cents. 
j—Long tons. *—Short tons. (a)—Million pounds. (ac)—Actual. (c)—Santos No. 4 N. Y. (pl)}-—Preliminary. (rr}—Raw and 


refined. (X)—No foreign statistics allowed to be sent from abroad because of war conditions. 
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Date Week Week Ago COMMENT 
INTEREST RATES | : 
Time Money (60-90 days)........ Mar. 30 114% 114% 14% Following a rise in commercial borrowing from 
Prime Commercial Paper.......... Mar.30 2-%4% %h-%4% Yo1% | New York City Member Banks which covered 
ENN, ong cca a va cawnes Mar. 30 1% 1% 1% | @ four-weeks’ period and resulted in a net increase 
Re-discount Rate, N. Y........... Mar. 30 1% 1% 1% | of $39,000,000, the trend was halted last week 
CREDIT (will is) : ——_——| ee commerce, industry and agriculture 
millions o ew York banks declined $5,000,000. Loans 
Bank Clearings (outside N. Y.)..... Mar. 23 2,502 2,599 2,224 | ‘- brokers and security dealers declined also to 
Cumulative year's total to......... Mar 82 -99:690 3. Gia. 27,511 the tune of $18,000,000. On balance, how- 
Bank Clearings, N. ¥............. Mar. 23 2,929 3,444 3,266 ever, total loans and investments of the New 
yg ere ed TS aes Os ee SE pas 41,604 York City banks rose $14,000,000, reflecting 
R. mber Banks | principally the addition of $38,000,000 in other 
Loans and Investments.......... Mar. 20 23,398 23,437 21,742 ceeuilus Ae investment portfolios. Holdings of 
rag yee Agr., Ind. Loans. 4 He = gg ketal — | Treasury bills and Treasury bonds were off 
oo Be | ee errr ras | ar. 7194 | $11,000,000 and $5 000,000 respectiv | a De- 
Invest. in U. S. Govts.......... | Mar. 20 8,941 8,943 8,238 | mand deposits increased $1 29,000,000 te a new 
Invest. in Govt. Gtd. Securities...| Mar. 20 2,369 2,387 2,036 | record high. 
Other Securities............... Mar. 20 3,482 3,491 3,259 | oe ONS 
Demand Deposits.............. | Mar. 20 19,251 19,507 15,976 
Time DUNNE 63k ols ee | Mar. 20 5,333 5,343 5,212 Aiclilial nies thik aah sna: in thin Lotied winak 
New York City Member Banks | : i 
T | totaled $53,000,000, which coupled with a de- 
otal Loans and Invest. . | Mar. 27 9,050 9,036 7,895 li £ $52,000,000 i ined Ited 
Comm'l Ind. and Agr. Loans. . x Mar. 27 1,679 1,684 1,360 own air Te SORE ee HRROINNS, ED 
LR oe oS ve | Mar. 27 467 485 611 = ig ia en of $90,000,000 - Soren Sore 
The reduction in required reserves reflected the 
Invest. U. S. Govts............. | Mar. 27 = 3,505 3,520 2,791 h ile ol has ten Cihenen bike pakth 
Invest. in Gov't Gtd. Securities...; Mar. 27 1,251 1,236 1,054 pein 1S 1 Soo aa ; ea naisnd - Go the 
Other Securities............... | Mar.97 1,348 1,310 1,186 om st “ang a ar ae dhe cated 
Demand Deposits.............. Mar. 27 9,037 8,908 7,135 — Se sin Reniecoetes “Per 1 ae 
Time Deposits................| Mar. 27 701 700 629 vitesse ap aggengirn = “* ; es the 
Federal Reserve Banks | pea db k bale wee ee pai cal 
Member Bank Reserve Balance...) Mar.27 12,294 12,256 9,125 ST ee ee et 
Money in Circulation. ......... | Mar. 27 7,471 7,484 6,765 
ON os bcc cas ve ekex Mar.27 18,413 18,360 15,160 Me ee 
Treasury Currency............. Mar. 27 2,990 2,989 2,837 
NS OSS SE EE ee Mar. 27 2,382 2,374 2,722 In the latest week, the Treasury deposited gold 
Excess Reserves............... Mar. 27 5,680 5,590 3,520 reserve certificates in the amount of nearly 
pau, banca Ee oN pr Ye tae with Reserve banks, bringing the total 
cas ar above the $16,000,000,000 level for the first 
NEW FINANCING (millions of $) Month Month Ago time. The Federal Reserve banks in their most 
— ole oda ible lhl ide tah eM as — yn recent — disclosed no change in their 
ws Ss tec et lt aa ache ead ed. ° holdings of Government securities. 
bs nonspmania REE ER EEE Feb. 210.8 133.5 136.1 
~ THE MAGAZINE OF WALL ‘STREET ‘COMMON STOCK INDEX 
1940 Indexes 1 | 1940 Indexes 
No. of | oa 
Issues (1925 Close—100) High Low Mar. 23 Mar. 30 || (Nov. 14, 1936 Close—100) High Low Mar. 23 Mar. 30 
309 COMBINED AVERAGE 66.4 61.4 62.8 64.3 || 100 HIGH PRICED STOCKS.. 67.09 63.97 64.46 66.14 
100 LOW PRICED STOCKS... 58.67 53.75 5465 55.75 
} 
5 Agricultural Implements... 103.0 91.4 94,7 99.6 >. eMail Onder. os cece. 93.2 87.7 92.4 92.3 
6 Amusements............ 28.6 264 29 27.0 || 4 Meat Packing........... 60:8. ..52.7 56:5 58.0 
15 Automobile Accessories... 93.7 82.1 90.4 93.7 || 13 Metals, non-Ferrous....... 157.9 147.0 150.7 150.7 
12 Automobiles............ 11:9 2 AGB. 194 Do SR es pee rp ee 149 13.0 13.1 13.3 
12 Aviation (1927 Cl—100). 217.6 185.3 214.5 217.6R | | SR OUONUM 58 ess 86.7 79.7 719.7 81.6 
3 Baking (1926 Cl—100)... 11.8 10.8 10.9 10.8x 18 Public Utilities........... 57.6 468 47.1 51.2 
3 Business Machines........ 117.3 109.3 109.3 109.8 || 3 Radio (1927 Cl—100).... 11.7. 10.4 11.6 11.7 
WU MMMOBIS. coos 65 6s bos 173.3 157.9 165.6. 170.9 | 9 Railroad Equipment....... 53.2 44.3 46.2 46.9 
20 Construction............. 336 30.7 308 SS | RMON Lobes aoe ese: 43:6 44:2 * P06 12.1 
SAAMI oe ek cee 245.1 223.2 239.3 245.1h | ROEMERO ci See ook ae eet? 2.6 2.3 2:5 2.6 
9 Copper & Brass.......... 100.5 91.0 93.5 100.5 || 2Shipbuilding............. S67. (72S < BLS 86.7H | 
2 Dairy Products........... 33.6 30.8 33.1 33.6H || 11 Steel &lron............. 85.9 72.9 75.7 178.6 
7 Department Stores........ 20.9 19.4 19.7 20.1 1 | DMM ei Loa iGe s Use ese 29.2 243 289 27.2 
6 Drugs & Toilet Articles.... 51.7 45.9 51.7 50.9 | eke aararr aretaiet 171.7 162.1 163.1 165.0 
2 Finance Companies....... 274.5 265.4 267.6 266.5 || 3Telephone & Telegraph.... 47.5 43.1 43.4 43.7 
7 Food Brands............. T1535 96:4°111.3. 1155 R | A lewilet 2 cise ccs. 54.1 49.0 50.3 51:7 
De SAOIOS ook ss. oe eee 49.1 44.8 49.1H 49.0 | 4 Tires & Rubber........... 15.2 13.9 13.9 14.4 
MW TMNEL o6 cas ice ccie rs 56.9 51.0 51.9 Se 5 AGRI sie ss S No cs 89.4 865 889 89.0 
3 Gold Mining............ 968.7 815.4 856.3 855.3 || ee RRR eons: een ee ae 42.8 35.3 42.5 41.7 
6 Investment Trusts... .... 23.8 21.2 21.8 22.5 || 4 Variety Stores........... 240.7 230.7 237.2 240.7 
3 Liquor (1932 Cl—100)... 161.9 150.0 157.8 161.9 || 20 Unclassified (1939 Cl.— 
9 Machinery.............. 116.2 107.3 108.7 109.5 || ON es a 103.9 95.1 95.1 95.9 
R—New UYIGH record since i932. H—New HIGH since 1937. h—New 1939-40 HIGH. x—New 1939-40 LOW. 
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The Personal Service Department of Tae Macazine or Wat. Srreer will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 
4. 


envelope. 


If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Mathieson Alkali Works 


May I have your current evaluation of 
Mathieson Alkali common stock? Would 
especially like to have some data on earn- 
ings trend in first quarter, profit margins, ex- 
panded salt cake operations, foreign sales 
and dividend outlook. I own 150 shares at 
393, and have considered advisability of 
selling. What is your counsel?—Dr. B.C. Y., 
Las Vegas, N. Mez. 

The most important of the wide 
variety of items produced by Math- 
ieson Alkali are potash and caustic 
soda, used to a large extent in such 
industries as the rayon, glass, textile, 
sulphur and petroleum refining in- 
dustries, and chlorine, which is used 
extensively in the paper and textile 
fields as well as being taken in large 
amounts by municipalities for water 
purification purposes. Other special 
items, such as bicarbonate of soda, 
baking powder and synthetic am- 
monia are also important from a 
profit standpoint. Salt cake, which 
is produced at the new Lake Charles, 
La., plant, has good possibilities in 
the paper making industry and sales 
recently have materially benefited 
output of the company since German 
imports have been curtailed by the 
war. Output of this plant has, in 
fact, improved to such an extent 
that expansion is already necessary 
even though this unit has been in 
operation for only a comparatively 
short time. Earnings of the com- 
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pany for 1939swere equal to $1.12 
per share which compared with prof- 
its of $1.01 in the preceding year. 
Most of this improvement was ac- 
counted for in the fourth quarter 
and recent estimates place earnings 
for the first quarter of 1940 at about 
40 cents per share, which would com- 
pare with 15 cents per share in the 
similar period of last year and would 
indicate that business of the com- 
pany is holding at about last year’s 
fourth quarter level and that profit 
margins are being well maintained. 
Plants are well located with respect 
to materials and markets and should 
permit the company to obtain the 
fullest benefits from satisfactory 
levels of general business conditions. 
Finances have been in good shape 
for some time and the balance sheet 
as of the 1989 year-end disclosed 
current assets more than five times 
greater than current liabilities, with 
cash alone of $1,183,087 being 
greater than total current liabilities. 
Capitalization is relatively simple 
and consists of 23,777 shares of $7 
preferred stock which is followed by 


828,171 shares of common stock. It 
is expected that the generous divi- 
dend policy which has been followed 
in the past will be continued and 
thus the $1.50 annual rate appears 
to be quite safe. Activities in the 
principal consuming outlets are ex- 
pected to be at comparatively satis- 
factory levels over coming months 
and a constructive attitude can ac- 
cordingly be taken toward the sub- 
ject company’s possibilities. Reten- 
tion is recommended. 


Commercial Solvents Corp. 


Am still holding 200 shares of Com- 
mercial Solvents at 1714, as you advised a 
few months ago. Do you think I might soon 
see price I paid, or better, for my stock? 
From what I can gather, the company’s new 
products are finding ready markets. What 
do latest earnings show? Are profit margins 
comparable with 1939? Please advise what 
I should do now—R. B., Tacoma, Wash. 


With higher sales and more diver- 
sified markets for its products, Com- 
mercial Solvents returned to a profit- 
able basis in 1939 and earnings were 
equal to 61 cents per share as com- 
pared with a deficit, equivalent to 11 
cents per share in the preceding 
year. For some time past, the con- 
cern has been the largest producer 
of butyl alcohol and related indus- 
trial solvents and is one of the two 
dominant factors in the production 
of ethyl alcohol. In addition, a cer- 
tain amount of whiskey is produced 
and sold direct to buyers, and dry 
ice and anti-freeze are among the 
firm’s products. Butyl alcohol is 
used extensively by the automobile, 
furniture, paper, rubber and textile 
industries and ethyl alcohol finds a 
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ready market with the manufac- 
turers of lacquers, varnishes, etc. A 
new product, nitro-paraffins, an im- 
proved lacquer base, is thought to 
have good possibilities for various 
industrial purposes. Commercial 
production is about to be initiated by 
the company and profit potentialities 
over the longer term are interesting. 
Corn and molasses are important in- 
gredients in the manufacture of the 
company’s products and costs of 
these two commodities naturally 
have an important effect on profit 
margins. Operations are under- 
stood to have been maintained at 
relatively good levels so far in the 
current year and this situation, to- 
gether with firmer prices, points to 
probable improvement in earnings 
over the intermediate term. Fi- 
nances are strong, the balance sheet 
as of the 1939 year-end disclosing 
current assets of $13,865,130 as 
against current liabilities of $2,548,- 
686. Capitalization is simple, com- 
mon stock outstanding in the amount 
of 2,636,878 shares having sole claim 
on assets and earnings. Resumption 
of dividend payments does not ap- 
pear probable over the near future, 
but in consideration of the favorable 
outlook for earnings improvement, 
it is thought that the shares have 
better than average appreciation pos- 
sibilities from current levels and we 
feel that their retention will prove 
worthwhile. 





Dome Mines, Ltd. 


Do your analysts feel that Dome Mines 
shares currently offer much chance of appre- 
ciation? Would like to know if your ap- 
praisal might indicate possibilities of a rise 
to my purchase level of 314%. What effect 
have new Dominion taxes had on company’s 
net earnings. You may, tf you will, publish 
your reply in the Magazine as it will interest 
other people I know who are in a similar 
position —Dr. D. E. N., Bay City, Mich. 


Operating in the Porcupine dis- 
trict of Ontario, Dome Mines, Ltd., 
ranks as one of Canada’s leading 
gold producers. From time to time 
surrounding properties have been 
acquired, thus adding to the life of 
the mine. In recent years output 
has averaged about 600,000 ton of 
ore annually with a recovery of 
around 200,000 ounces of gold. 
Blocked out reserves equal a four 
year ore supply, which is in keep- 
ing with the policy of the com- 
pany. Sigma Mines, Ltd., operat- 


ing a gold mine in Quebec, is 60 
per cent controlled. A good sized 
interest in an African gold mine 
is also owned. Because of the 
nature of the business earnings have 
been relatively stable in recent years 
with net income last year being 
equivalent to $1.97 on each of the 
1,946,668 common shares outstand- 
ing (sole capitalization) as against 
$2.08 a share in 1938. Finances are 
exceedingly strong. The price of 
gold is fixed but lower grade ore may 
be mined this year and with operat- 
ing expenses and taxes rising as a 
result of the war, 1940 operating re- 
sults may decline somewhat. How- 
ever, non-operating income may be 
of sufficient proportions to enable 
1940 results to compare satisfactorily 
with those of 1939. The 50 cent 
quarterly dividend which is payable 
in United States funds may be con- 
tinued. The shares are limited in 
their speculative appeal but at pres- 
ent reduced prices the issue appears 
to merit retention on a strictly in- 
come basis. 





Mack Trucks, Inc. 


Judging from latest reports and news items, 
Mack Trucks, Inc., seems to have made a 
sharp come back since 1988. As one who has 
held 50 shares at 885% for some time, do you 
think I have hope to recoup on this stock? 
Has large part of increased 1939 business 
come from belligerent governments? What 
course do you advise for me?—T. L. H., St. 
Louis, Mo. 


Mack Trucks, Inc., one of the 
leading units in the heavy duty 
truck field, has in recent years be- 
come active in the bus and light 
commercial vehicle divisions of the 
industry. These latter activities to- 
gether with a substantial repair and 
replacement parts business as well 
as sales of fire-fighting equipment 
now account for roughly 50% of 
total volume. Nevertherless, with 
the larger portion of revenues derived 
from the distribution of heavy duty 
trucks, sales and earnings are sub- 
ject to rather wide cyclical swings. 
Earnings last year were equal to 
#1.14 per common share in sharp 
contrast to the loss of $1.56 a share 
incurred in 1938. Returns in 1937 
and 1936 were somewhat in excess 
of $2.00 a share but in four of the 
five preceding years, operations were 
unprofitable. Finances remain ex- 
ceedingly strong and capitalization 
is comprised of only 597,885 shares 


of common stock. There is no rec- 
ord of the concern having received 


orders from belligerent nations but . 


considerable business has been ob- 
tained from the United States Gov- 
ernment. Demand for trucks should 
remain satisfactory in line with 
present good levels of industrial ac- 
tivity in the nation. Furthermore, 
the company is likely to be in re- 
ceipt of additional U. S. Government 
business and orders from nations at 
war may be in evidence in the near 
future. Operations of the bus divi- 
sion are expected to continue at cur- 
rent relatively high levels. Accord- 
ingly recent profits betterment may 
be further extended over the inter- 
mediate term. Dividends of 50 
cents a share were paid last year 
and there is the possibility of in- 
creased distributions this year. The 
shares would appear to possess fairly 
interesting longer term speculative 
possibilities and we are advising 
continued retention. 


Jewel Tea Co. 


Please furnish me with your latest survey 
of Jewel Tea and your evaluation of the new 
stock. I received two shares for one recently 
and a 60 cent dividend per share. Is this 
to be a quarterly distribution? What is the 
outlook for balance of 1940?—on earnings? — 
further dividends?—possibilities of apprecia- 
tion for the new stock? My original com- 
mitment was for 75 shares at 8744.—P. W. L., 
York, Pa. 


Although Jewel Tea Co., Inc. 
operates some 114 self-service food 
stores in the Chicago area it is chief- 
ly engaged in direct-to-the-consumer 
distribution of staple groceries by 
means of about 1,550 motor truck 
routes in 43 states. Sales are not 
particularly susceptible to changing 
business conditions but fluctuating 
prices, both wholesale and retail, 
have their effects on earnings. 
Nevertheless profits over the past 
decade have been relatively stable. 
A low of $3.25 a share was reached 
in 1933 but by 1936 net income had 
recovered to the equal of $6.41 a 
share. In 19389 profits of $5.65 a 
share were realized up from $5.09 in 
1938. Since the 1939 year end the 
stock has been split two for one. 
The working capital position remains 
characteristically strong. The 560,- 
000 common share now outstanding 
enjoys sole claim on the assets and 
earnings of the concern. Sales in 
the eight weeks ended February 24, 
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last, were 9.2% above correspond- 
ing 1989 levels and favorable com- 
parisons are likely to continue in line 
with present relatively high levels of 
public purchasing power throughout 
the nation. Rising wholesale food 
costs may tend to narrow profit 
margins somewhat but well main- 
tained earnings are to be expected 
over the intermediate term. A divi- 
dend of 60 cents a share was paid on 
March 30, last, and the assumption 
is that the stock is on a regular $2.40 
annual basis which rate is regarded 
as secure. The shares appear fairly 
attractive holdings for those chiefly 
concerned with income and contin- 
ued retention on that basis is ad- 
vised. 





Continental Diamond Fibre 


Continental Diamond Fibre’s reports in 
recent months reflect steady improvement in 
sales and earnings. The shares, however, 
continue to hover around the 7-74 mark. 
How do you account for this seeming lack 
of response to good news? Are there any 
undisclosed weaknesses? Have sales to auto 
industry fallen off? I own 150 shares bought 
at 10.—K. K., Scranton, Pa. 


Continental Diamond Fibre is an 
important manufacturer of vulcan- 
ized fibre, laminated plastics and 
moulded plastics. Vulcanized fibre 
accounts for about 33% of sales, 
laminated plastics for about 25% 
and moulded plastics for about 23%, 
the balance being made up of mica 
products and non-competetive spe- 
cialties. The company’s products 
are used by a wide variety of manu- 
facturing fields, with between 65% 
and 70% being taken by the elec- 
trical, railroad, automobile equip- 
ment and radio manufacturers. 
Earnings in the past have followed 
the general trend in the heavy in- 
dustries, 1929 profits of $4.26 being 
followed by a deficit of $1.40 in 1982, 
operations rising again to a profit of 
$1.30 in 1936 and dropping to a 
deficit of $1.37 in 1938, all figures 
being on a per share basis. Results 
for 1939 are not yet available, but it 
is estimated that profits will be in 
the neighborhood of 30 cents per 
share. Thus, while earnings have 
shown considerable improvement, 
they are still comparatively small 
and this, coupled with the specialty 
nature of the business, doubtless ac- 
counts for the stock selling at a low 
price-earnings ratio. However, op- 
erations during the current year are 
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From tough steer-— 
to TENDER @)TEAK 

















¢ When a friend unexpectedly 
happens to drop in for dinner, it’s 
no more than right that he take pot- 
luck for granted. But when we care- 
fully plan a dinner, long in advance, 
most of us pretty much stick to the 
rule of serving the best food we 
can get. 


¢ That rule was rudely broken 
last April, when one hundred and 
forty-six people sat down to dinner 
at a Cleveland hotel. It was a notable 
group—civic and industrial leaders, 
food experts, home economists, 
chefs, editors—people invited for 
one particular purpose, to taste a 


| new kind of steak. 





« They were not served choice 
beef; those steaks were not expen- 
sive. Average in quality, average in 
price, average in every respect—but 
one! This beef was treated bya new 
process, called Tenderay, which 
has the peculiar ability of making 
ordinary beef as tender and juicy 
in just three days as the expensive 
cuts the very finest hotels serve after 
three or four or five weeks’ aging. 


« The guests were delighted. The 
steaks, they said, were excellent. 
But they were not half as pleased as 
Mrs. Cleveland housewife who 
learned that from that day on she 
could buy the same kind of beef at 
her own store. Heard that for the 


first time she could buy steak with- 
out guess and without gamble and 
know that it would be tender— 
always. 


* The Tenderay process, develop- 
ed by Westinghouse in cooperation 
with the Kroger Food Foundation 
and Mellon Institute, depends ona 
lot of factors; humidity, temperature 
and what not. BUT—and here is 
where Westinghouse research plays 
such an important part—the process 
would be utterly impractical with- 
out the newly perfected *Sterilamp 
which kills bacteria with light and 
keeps the meat fresh and sweet. 


* He would be a rash prophet 
who'd care to predict the uses com- 
merce and industry and medicine 
will find for the Sterilamp. A poultry 
man says it solves his turkey raising 
problems. Restaurants, hotels, bars 
and soda-fountains—in ever increas- 
ing numbers—depend onSterilamps 
to keep glasses sterile; meat markets 
and groceries to keep food fresh, to 
reduce spoilage and refrigeration 
costs. One of the country’s largest 
hospitals has installed Sterilamps 
to sterilize the air in the operating 
rooms. Another in the nursery to 
protect babies in their cribs. 


« Certainly Westinghouse, when 
this development started, did not 
know its ultimate scope. And that, 
after all, is the way of research and 
its great justification. It is an ex- 
ploration into the unknown, it 
follows new paths and uncharted 
byways—not with the assurance of 
success; merely with courage and 
experience and knowledge, and 
sound common sense as.a guide. 


*REG. U. 8. PAT. OFF, 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, 
March 30, 1940 


RESOURCES 


Casu AnD DuE From Banks . 
U. S. GovERNMENT OBLIGATIONS, DIRECT 


STATE AND MunlIcIPAL SECURITIES . . « 
Stock oF FEDERAL RESERVE BANK. . 


Loans, Discounts AND BANKERS’ 


Customers’ ACCEPTANCE LIABILITY. . 


LIABILITIES 


. $100,270,000.00 
100,270,000.00 
36,216,918.24 


RESERVE FOR TAXES, INTEREST, ETC. . 


LiaBILITy AS ENDORSER ON ACCEPTANCES 


. $1,522,549,670.85 


. .  815,586,396.91 
151,249,099.82 

6,016,200.00 
. «  133,434,345.33 


639,525,894.61 
32,922,346.10 
8,147,230.87 
. «  10,786,667.14 
.  16,653,390.08 
piniled 8,657,147.72 


$3,345,528,389.43 











$ 236,756,918.24 

. 6 -15,156,472.57 
1,996,347.06 
. « 3,060,768,704.17 
17,757,292.37 


4,540,887.09 
8,551,767.93 


$3,345, 528,389.43 











United States Government and other securities carried at 
$134,816,563.40 are pledged to secure public and trust de- 
posits and for other purposes as required or permitted by law. 








Member Federal Deposit Insurance Corporation 




















expected to show better results in line 
with anticipated satisfactory condi- 
tions in those industries which are 
its principal customers. Working 
capital position has been mantained 
at adequate levels. While the com- 


832 





pany has followed a generous divi- 
dend policy in the past when earn- 
ings permitted, early disbursement 
on the common stock will doubtless 
have to await more substantial earn- 
ings. Although competition may 


tend to limit improvement in profit 
margins somewhat, sales are ex- 
pected to be at relatively well main- 
tained levels over coming months 
and thus the shares have sufficient 
speculative appeal at current levels, 
in our opinion, to warrant their re- 
tention for the longer pull. 





War Orders—Rumors vs. 
Facts 





(Continued from page 789) 


see any such percentage gains this 
time, nor are prices in a comparable 
position for wide advances, but the 
trend is definitely upward and the 
effect is not to be minimized. Inso- 
far as rising exports help domestic 
business, they also have a powerful 
effect on imports, which fluctuate 
directly with domestic prosperity. 
Larger imports, in turn, provide for- 
eign customers with the buying 
power to increase their purchases 
here—and that helps along the ex- 
port business and continues the 
circle of improvement. 

Many things can happen to prove 
such an analysis of the potentiali- 
ties too optimistic. It is possible 
that long before the end of the war 
other nations will have devised 
ways of getting along with less of 
our goods. On the basis of current 
facts and trends, however, war 
orders are providing a stimulus far 
greater than is generally appreciated 
by the American public. 





Goodrich Earnings 
Discounted 





(Continued from page 821) 


range point of view there can be no 
doubt that it would be to our ad- 
vantage to have plantations in 
South America on which we could 
rely for at least the major part of 
our crude rubber. It is conceivable 
that the supply coming from such 
a distance might some day be halted, 
and furthermore this country has no 
control over the production, ergo 
the price of crude rubber, in spite 
of the fact that it is the largest con- 
sumer of the commodity in the 
world. But the development of ade- 
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quate plantations, while agreed to 
be feasible by experts, would take 
many years, and in the meantime 
rubber will continue to come from 
the Middle East. 

Goodrich is well prepared for the 
constant fight for existence that 
characterizes the rubber industry, 
however, by virtue of its long ex- 
perience, leadership in development 
work and its recent appointment to 
the Presidency of a man who has 
had many years training both here 
and in England. Mr. Collyer was 
with the Dunlop Co. for many years 
and before that with the Bethlehem 
Shipbuilding Co. His connection 
with Goodrich may prove an impor- 
tant asset not visible on the balance 
sheet. 

The common stock of the com- 
pany sells around 19 on the Stock 
Exchange and has ranged from a 
low of 131% to a high of 24°34 over 
1939-40 thus far. This is a surpris- 
ingly low evaluation for the market 
to place on an issue that earned 
$3.50 per share last year and paid 
out $1 per share in dividends. It 
reflects the distrust of the crude rub- 
ber supply situation and the pos- 
sibility of disruption of a favorable 
earnings situation through inven- 
tory losses. Then too the industry 
as a whole suffers from over-capac- 
ity in the tire making division which 
means that competition for business 
is severe. The solution of this prob- 
lem appears to lie in the develop- 
ment of a widening market for the 
use of rubber both in industry and 
in the home. 

Taking this as its objective, while 
not neglecting its tire divisions, 
B. F. Goodrich has over a period of 
years made excellent progress from 
a technical standpoint that is mak- 
ing itself felt in the earnings state- 
ment as well. Only half of the com- 
pany’s revenues currently come 
from the sale of original and re- 
placement tires right now, and as 
the sales of other rubber goods 
climb, profit margins can be ex- 
pected to widen somewhat. The 
possibilities for a solution of the 
crude rubber problem through the 
formation of a buying association 
among the various companies in the 
industry might be exploited before 
the development of plantations in 
South America. But with even a 
small portion of crude needs com- 
ing from that source, a powerful 
lever would be applied to the price 
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New Issue 


Dillon, Read & Co. 


Lehman Brothers 





Thisannouncement appears as a matter of record only and is under no circumstances to be construed as 

an offering of these securities for sale, oras an offer to buy, or asa solicitation of an offer to buy, any of 

such securities. The offering is made only bythe offering prospectus, dated March 19,1940; the offering 

prospectus does not constitute an offer by any underwriter to sell these securities in any stateloany person 
to whom it is unlawful for such underwriter to make such offer in such state. 


125,000 Shares 


Colgate-Palmolive-Peet Company 
$4.25 Preferred Stock 


(without par value) 


Price $101 per share 


plus accrued dividends from March 15, 1940 


Copies of the offering prospectus may be obtained from only such of the under- 
signed as may legally offer these securities under applicable securities laws. 
A complete list of the underwriters and the respective amounts which they sever- 
ally have underwritten, subject to the conditions specified in the underwriting 
agreement, are set forth in the offering prospectus. Among such 
underwriters are the following: 


March 19, 1940 


Shields & Company 
Merrill Lynch & Co. Inc. 











structure which would have a good 
effect. 

Considered in the light of all these 
factors the shares of B. F. Goodrich 
are not without longer term specu- 
lative merit, even though the cur- 
rent setting does not favor large 
earnings gains or widespread interest 
in the rubbers. 





Utility Values That Will 
Stand 





(Continued from page 805) 


assigned but in such cases, earning 
power has been considered and the 
price-earnings ratio of other similar 
securities which do have an active 
market has been applied to untraded 
issues in order to arrive at what 
might be a fair value. Such hold- 
ing company issues as American Gas 
& Electric Co. common, American 
Light & Traction common, Engi- 
neers Public Service common, Na- 
tional Power & Light common, North 
American common, United Corp. 
common and United Gas Improve- 
ment Co. common all had indicated 


asset values in excess of recent mar- 
ket prices. Obviously, if the com- 
mon stocks had some asset value 
then the senior securities were cov- 
ered to the full extent of their re- 
quirements. There were also sev- 
eral companies whose common stock 
had calculated assets value slightly 
lower than their current market 
value but this is not significant since 
a favorable break for the utilities 
could rapidly improve the selling 
price of many of the subsidiaries 
whose current market value is rela- 
tively low. Even where there was 
no asset value currently apparent for 
the common shares of a_ holding 
company there were but few studied 
that did not have an apparent value 
in excess of prevailing quotations 
for the preferreds. As a case in 
point, Electric Bond & Share pre- 
ferreds had an asset value of close 
to $115 a share as compared with a 
call price of $110 although at the 
time of the study the common stock’s 
asset value was about 65% of ita 
market quotation. 

These comments and speculations 
on the integration problems of the 
utility holding company should not 
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AGood Return 
on a SAFE 
Investment 


Our current rate is 
3% on savings in- 
sured up to $5000 
by a U. S. Govern- 
ment agency. For 
complete informa- 


tion, write 7 


Twin City Federal 
Savings & Loan Association 


801 Marquette 
Organized 1923 





Minneapolis, Minn. 
Resources $11,000,000 














PHILADELPHIA COMPANY 
Dividend No. 37 


Pittsburgh, Pa., March 13, 1940 
A quarterly dividend amounting to 
One Dollar and Twenty-five Cents per 
share on the $5 Cumulative Preference 
Stock of this Company has this day 
been declared, payable April 1, 1940, 
to all holders of said $5 Cumulative 
Preference Stock at the close of busi- 
ness, March 25, 1940. 
Checks will be mailed. 


H. D. MEGAHAN 


Treasurer 











PHILADELPHIA COMPANY 
Dividend No. 39 


Pittsburgh, Pa., March 13, 1940 

A quarterly dividend amounting to 
One Dollar and Fifty Cents per re 
on the $6 Cumulative Preference Stock 
of this Company has this day been 


declared, _— April 1, 1940, to all 


holders of said $6 Cumulative Prefer- 
ence Stock, at the close of business, 
March 25, 1940. 

Checks will be mailed. 


H. D. MEGAHAN 


Treasurer 














Recent Public Offerings 


Issue Price 


Amount 
Braniff Airways 


common stock... 150,000 sh. 10 


Central Elect. & Tel. 


6% cum. pfd......... 4,000 sh. 455% 
Colgate-Palmolive-Peet 

P| re 125,000 sh. 101 
Mead Corp. 

1st m't'ge. 4s, due '55 $6,000,000 101 

e es 
In Registration 

Inland Steel 

Series “F"’ 3s, due 1961.. $36,000,000 
Jersey Central Pr. & Lt. 

1st Mtge. Bonds due 1964............ $39,000,000 

Serial Notes due '40-'49. POR Sete $3,225,000 


Safeway Stores 


5% cum. pfd.. 147,688 sh. 


Superior Oil 
Deb. 314s, due 1950. $10,000,000 
Toledo Edison 
1st mtge. 314s, due 1970. seseceeees $3,000,000 
S.F. deb. 34s, due 1960............... $7,250,000 
United Biscuit Co. | 
Deb. 3%, due 1955....... .......... $7,000,000 


Wisconsin Elect. Pr. Co. 
414% pld......... 81,355 sh.* 


* Maximum amount to be of fered to the public 
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be construed as a general recom- 
mendation to purchase holding com- 
pany stocks as there are too many 
uncertainties yet to be faced. What 
it has attempted, however, is to pre- 
vent any hasty jettisoning of such 
securities without considering the 
various possibilities and probabili- 
ties behind each individual situation. 
Since the prevailing prices for most 
of the utilities’ shares appear rather 
fully to have discounted the worst 
that can be expected it is suggested 
that any stock whose indicated asset 
value is within reasonable distance 
of the prevailing market price is 
worth retaining. And, if the market 
value has shrunken to a mere shadow 
of its former self as is the case in 
more than one instance, then it 
would seem as if the extent of further 
possible losses is definitely known 
although the extent of any possible 
recovery is unlimited. 





Why Fear the Coming 
Election? 





(Continued from page 785) 


he will be confronted by an effective 
House opposition. 

At worst, these realities point to 
a stalemate at Washington between 
the 1940 and 1942 elections. At best, 
they point to government by nego- 
tiation, compromise and cooperation 
between the White House and Con- 
gress—which is to say government 
in the best traditions of our repre- 
sentative democracy. In this gen- 
eral prospect—regardless of who the 
next President may be—there is no 
good reason to fear inevitable disas- 
ter on the one hand nor, on the 
other hand, to expect a miraculous 
remedy for all of our economic 
troubles. 

It is possible that events in Europe 
between now and November will 
change the picture outlined in this 
article—but far from probable. As 
of today, the evidence suggests that 
when November comes the Euro- 
pean war will still be a stalemate, 
the voters will be paying relatively 
more attention to domestic problems 
than is the case at this writing, and 
the issue of our foreign policy— 
while of vital importance—will not 
dominate the election. 

Why not get on with business? 





Steel Situation Near Crucial 
Test 





(Continued from page 793) 


happen as weather conditions im- 
prove sufficiently to permit the re- 
sumption of out-door construction 
is shown by the increases in pipe 
demand in the South. In March, 
Southern pipe demand was 60 per 
cent higher than in February and 
sales are continuing to gain. Other 
branches of the steel industry are 
also showing signs of revival. Mer- 
chant pig iron is again moving to 
the machine tool makers, agricul- 
tural machine builders and the auto- 
mobile manufacturers. Tin-plate 
production, now close to 53 per cent 
of capacity, is showing signs of sea- 
sonal revival as last fall’s heavy con- 
sumer accumulation of tin-plate is 
nearing exhaustion. All in all it 
would seem that the abnormal bulge 
in production of steel last fall has 
now been compensated for and that 
for the next several months, at least, 
steel ingot production figures will 
not serve to distort the true business 
picture. 

With the incentive to panic buy- 
ing removed through the elimination 
of consumer fears as to supply and 
prices, near-term future demand will 
most likely conform more closely to 
accepted seasonal patterns and, un- 
less something unexpected develops, 
steel prices will remain unchanged 
through the second quarter of the 
year. There is currently said to be 
some price shading by the smaller 
producers, but at best the tonnage 
involved is small and prices will be 
restored to average industry levels 
with the appearance of only slightly 
better demand. Scrap prices are 
still easy and have returned to 
about the levels of last August. 
With Japan being eliminated as the 
most avid customer for much of our 
scrap iron and steel, it is likely that 
prices will not be quick to rise 
sharply, since supplies in dealers’ 
hands are large. However, over the 
longer run even these prices will 
firm somewhat, since scrap inven- 
tories in steel mills hands are not 
abnormally large and will drop 
rapidly as the pace of steel output 
increases. 

Despite the downtrend in mill 
operations since the first of the year, 
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the steel companies have been oper- 
ating profitably. It is probable that 
earnings for the first quarter of this 
year will compare very favorably 
with those of the third quarter of 
1939 and will be immeasurably better 
than the first quarter of last year. 
If the trend of operations is reversed 
this month, second quarter profits 
will also be satisfactory as compared 
with those of the same period of a 
year ago, the extent depending, of 
course, upon when the turn comes 
and if it does, how far it carries 
through. 





American Cyanamid 





(Continued from page 811) 


As has already been noted, it is in 
the field of synthetic organics that 
modern chemistry holds out the 
most promise. Ten years ago or- 
ganics did not mean much—inor- 
ganics were the thing and the money 
in industrial chemistry was in such 
things as sulphuric and other acids, 
the alkalis and the various metal 
salts. But that was ten years ago 
and during the past decade the in- 
dustry’s researchers, oblivious of de- 
pression, New Deal profit deterrents 
and the European political situation. 
have been busy developing an en- 
tirely new chemical field that is al- 
ready bigger than the chemical in- 
dustry itself and has spilled over into 
the oil, rubber, dairy, metal and 
other industries. 

Which brings us back to Cyan- 
amid and cyanamid and the former’s 
recent research activities in con- 
nection with the latter. For what 
are no doubt very good reasons of 
its own, the management has kept 
these pretty well cloaked but there 
can be little question that things 
are happening in the company’s 
new Stamford laboratory, which 
boasts such up to the minute equip- 
ment as optical and ultra-violet ray 
devices for quick analysis of organic 
chemicals and the combination of 
infra-red rays and electricity to ob- 
tain an accurate picture of complex 
molecular structures of various or- 
ganic compounds. Cyanamid has 
been a center of attention for it is 
believed that, working with this as 
a primary raw material, an entire 
new range of organic chemicals may 
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be uncovered similar to the exten- 
sive group that has been built up 
from coal tar. “Dicyandiamid” 
and “melamine,” in the nature of 
second and third degree cyanamids 
and both possessing important po- 
tential uses, have been evolved thus 
far but may well be only a modest 
beginning. 

Thus, assuming that the com- 
pany’s management has no plans 
for a resumption of physical expan- 
sion, it is in the field of research 
that the most important possibili- 
ties lie. That those possibilities are 
worthwhile is attested in the market 
action of the company’s B common, 
currently selling around 37, only 
slightly under its all-time high of 
40°, which, incidentally, was com- 
fortably above the best 1937 levels. 
First quarter earnings, when they 
are released, should be comfortably 
in excess of the 39 cents per share 
reported for the initial three months 
of last year. 

Though given a reasonable degree 
of sustained business activity, 
ACY’s earnings may well remain 
above the new level of over $2, with 
further advances in prospect, its 
stock cannot be considered suitable 
for continuous and stable income on 
the basis of the record of profits and 
dividend payments to date. Its 
principal attraction is from the 
standpoint of long range capital 
growth and the fact that it is among 
the very few first-rate chemicals not 
priced out of sight for the average 
round-lot purchaser. 





The Investment Clinic 





(Continued from page 801) 


stocks in the hands of investment 
trusts and fiduciary investors, and 
(3) the reluctance of large holders 
of common stocks to incur heavy 
‘apital gains taxes which would ac- 
crue if their holdings were sold at 
this time. 

All of these conditions are more 
or less responsible for creating a sort 
of “scarcity value” for many com- 
mon stocks and sustaining their 
prices at levels which seem conspic- 
uously high in relation to any rea- 
sonable appraisal of either their cur- 
rent or potential prospects. 

All of which is intended not as an 
argument for disregarding complete- 
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General Foods Declares 
Preferred Dividend 


Directors of General Foods Corporation, 
at a meeting held March 20, 1940, de- 
clared a quarterly dividend of $1.12% a 
share on the 150,000 outstanding shares 
of the company’s $4.50 Cumulative 
Preferred Stock. The dividend is pay- 
able May 1, 1940, to holders of record 
April 10, 1940. 


* * * 


Among the products of General Foods are: 
Maxwell House Coffee—Jell-O—Post Toasties 
—Grape-Nuts—Grape-Nuts Flakes—Postum— 
Post's 40% Bran Flakes— Whole Bran Shreds— 
Huskies—Baker’s Premium Chocolate—Bak 
er’s Cocoa—Swans Down Cake Flour—Dia- 
mond Crystal Salt—Calumet Baking Powder— 
Baker's Coconut —Sanka Coffee — Kaffee Hag 
Coffee— Minute Tapioca—Log Cabin Syrup— 
Certo—La France—Satina—Birds Eye Frosted 


Foods. Copyright, 1940, General Foods Corp. 


GENERAL 
FOODS 


250 Park Avenue - New York, N. Y. 





PACIFIC GAS AND ELECTRIC CO. 
DIVIDEND NOTICE 
Common Stock “Dividend No. 97 


A cash dividend declared by the Board 
of Directors on March 20, 1940, for the 
quarter ending March 31, 1940, equal to 
2% of its par value, will be paid upon the 
Common Capital Stock of this Company 
by check on April 15, 1940, to share- 
holders of record at the close of business 
on March 30, 1940. The Transfer Books 


will not be closed. 


D.H. Foore, Secretary- Treasurer. 


San Francisco, California. 











CORRECTION 


In our issue of March 9 it was errone- 
ously stated that lrairchild Engine & Air- 
plane Corporation paid a dividend of 20 
cents a share in 1939. This company has 
never deciared a dividend. 

Through a composing room error in our 
1940 Manual, dividend distribution by Atlas 
Corporation last year was stated as $1.50 
per share, whereas it was 50 cents. 











ly the investment possibilities of the 
more prominent common stocks in 
favor of socondary issues, but to 
give further substantiation to an in- 
vestment policy of discrimination 
and compromise. It is not intended 
to urge or encourage the investor to 
seek far afield for the most promising 
common stocks, but to emphasize 
the possibilities which abound in 
some of the lesser known issues and, 
by the same token, to justify the 
inclusion of at least some of them 
in a well rounded investment pro- 
gram. 
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imately 6% to its customers. The 
fair trade laws made this largely 
impossible and so the company in- 
stituted a credit division. 

The public reaction to this move 
has been excellent and the number 
of accounts opened under the plan 
has been rising steadily. It will, of 
course, take some time to make the 
added impetus of these sales felt in 
a store doing over $80,000,000 worth 
of business annually. Since the main 
New York store brings in over 65% 
of total sales for the company the 
increases in sales are expected to be 
progressively important. L. Bam- 
berger in Newark accounts for 
approximately 25% of total sales, 
but both this store and the La Salle 
and Koch in Toledo and the Davi- 
son-Paxon store in Atlanta, which 
are also owned by R. H. Macy, have 
always extended charge and credit 
privileges. 

By direct contrast, Marshall Field 
last year made a payment on its 
common stock for the first time in 
eight years. The dividend was $0.30 
per share and signaled the resump- 
tion of regular disbursements by the 
company. In the first quarter of the 
current year a payment of $0.10 per 
share was voted and the stock was 
placed on a $0.40 per share annual 
basis. Earnings last year totaled 
$1.92 per share on 1,943,763 com- 
mon shares, a strong rise from the 
net of $1.04 per share earned in 
1938. 

The relative regard in which the 
companies are held at the present 
can be judged from the sharp con- 
trast in the price earnings ratio of 


the common stocks. Marshall Field 
earned close to $2.00 and sells around 
14, and Macy’s earnings are esti- 
mated to be almost the same while 
the stock sells around 29. The in- 
ference to be drawn from this is 
simply that the market is basing 
much of its evaluation of the two 
companies on the longer term rec- 
ord. In that light Marshall Field 
with its string of deficits is obviously 
in a class apart from Macy in spite 
of the declining profits of the latter. 

At the present time, however, 
Marshall Field is in a recovery stage 
from which it is emerging as a prof- 
itable enterprise, but the importance 
of the manufacturing and real estate 
division make it more of a specula- 
tive proposition than Macy. A con- 
tinuance of the trend of the last few 
years will, however, find the com- 
pany in a strong position in a re- 
gion of the country that has made 
consistent gains and by virtue of its 
wide diversification of activities 
seems designed to continue to be a 
leader. The radical revamping pro- 
gram of both companies has about 
reached completion and the next 
year or so should see a consolida- 
tion. But the odds currently seem 
to favor Marshall Field as a promis- 
ing, if speculative, enterprise. Macy’s 
past record is, of course, the more 
impressive and it may be that its 
venture into installment selling will 
be highly successful, as has been 
the case with Sears, Roebuck and 
Montgomery Ward. Yet ability of 
Macy to recoup former earning 
power remains to be proven. 





The Bankers Challenge the 
SEC 
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and unless its behavior is quickly 
improved, it will undergo the kind 
of washing out that awaits the 
board. Its high reputation made 
under the chairmanship of Joe Ken- 
nedy will not save it.” 

When the time arrives to make 
the decision on how much and what 
kind of regulation is best, it will be 
important to keep in mind that 
all of these questions like com- 
petitive bidding—vital though they 
are to certain processes of finance— 
add up to less than the single con- 
flict over the flow of capital into 


industry. Does regulation as now 
handled block the raising of new 
capital? And is this impediment 
responsible in any large part for 
failure to get back to full prosperity 
in this country? 

Arguments on the question have 
reached the point where they are 
covering old ground with only 
greater vehemence to give them new 
interest. There are, however, one or 
two considerations which can add to 
the light on the subject without in- 
tensifying the heat. Shown on the 
accompanying chart is the story of 
the relationship between security 
financing and output of durable 
manufactures in two eras. It sug- 
gests that the importance of security 
financing in determining the rate of 
production may have been over- 
emphasized in general thinking. To 
discount it anywhere near com- 
pletely would undoubtedly be a mis- 
take, but neither the bankers nor 
the economists have the powerful 
argument they think they have 
when they cite the danger of inter- 
fering with capital channels. At any 
rate, there are the facts. 

Mr. A. A. Berle brought out be- 
fore the TNEC another fact not 
always admitted by those who argue 
for the return of large volumes of 
financing. In 1929 there were issued 
$10 billions of securities, but only 
about 9 per cent of these were for 
“durable capital goods,” the re- 
mainder “for other purposes.” 
Among the other purposes were 
many which represented nothing 
more nor less than froth. An invest- 
ment trust would be formed, float 
securities, put the money into the 
stock market, and inflate values 
there. Then another trust would 
come along to swell the new financ- 
ing totals still further, and perhaps 
buy the securities of the first trust. 
Or a holding company chain would 
operate in the same way, raising new 
money, very little of which ever 
found its way into the plant and 
equipment which produce goods and 
create jobs. 

These figures of Mr. Berle’s actu- 
ally show that while 1929 was the 
big year of all time for new financ- 
ing, both 1924 and 1930 saw more 
new money going into durable capi- 
tal goods! One year was on the way 
up and the other on the way down. 

As evidence from the bankers’ 
side, a study made by Dr. Alexan- 
der Sachs, economist of Lehman 
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Corp., is equally illuminating. He 
found that in the two years 1927 
and 19%8 the sources for the in- 
creases in fixed and circulating capi- 
tal of some 58,000 manufacturing 
corporations were as follows: De- 
preciation—$3,065 millions; undis- 
tributed profits — $3,007 millions; 
increase in long-term debt and capi- 
tal—$1,073 millions; increase in cur- 
rent liabilities—$171 millions. De- 
preciation and retained profits thus 
accounted for 76.6 per cent of the 
total in years very close to the peak 
of industrial expansion. 

Officers of General Motors, U. S. 
Steel and General Electric testified 
before the TN EC regarding their 
possible needs for new capital. Mr. 
Sloan and his company typify the 
general situation—decidedly changed 
from that of the last expansion 
phase. Today by far the largest 
part of funds required for capital 
expenditures are provided by de- 
preciation reserves and corporate 
savings—in the case of General 
Motors considerably more than 
enough to satisfy any conceivable 
needs for growth. 

The smaller companies are the 
ones that could use new capital, but 
even here there would be little 
gained by a return to 1929 condi- 
tions. The investment bankers have 
a strong case where, as Mr. Queeny 
of Monsanto Chemical put it the 
other day, high costs and disagree- 
able restrictions make the small busi- 
ness man reluctant to go to the pub- 
lic for new money. The effect is to 
hold down new enterprises and to 
put a premium on corporate size and 


strength, which can hardly be pleas- 
ing to New Dealers or any others 
who object to seeing key industries 
completely dominated by giants. 
In blocking the flow of capital— 
if they do—the new regulations are 
an incalculable aid to the over-sized 
companies by making competition 
more difficult. 

This goes beyond a matter of fric- 
tion between the Commission and 
the investment bankers. It is time 
that Congress decided whether or 
not its laws are working as planned, 
and whether a clearer idea can now 
be had of the purposes themselves. 
The SEC has a splendid record to 
defend, and a list of accomplish- 
ments for which many in Wall Street 
are grateful, but if its administration 
has at any point sacrificed the larger 
good of the nation for the sake of 
minor rigidities in the reforming 
process, then the attempt should be 
made to ‘get things back into per- 
spective. It is up to the bankers to 
do a better job of presenting their 
case to the public. They are already 
improving noticeably. 
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for the establishment of the Nazis 
in Middle Europe. 

It is the same kind of unsound 
reasoning which produced the 
Treaty of Versailles, and destroyed 
the economic entity of the Austro- 
Hungarian Empire by breaking it 


up into small, weak rival states. 

It is the intense nationalism re- 
sulting from the theory of self-de- 
termination—the false premise on 
which the World War was settled— 
that is responsible for today’s diffi- 
culties in Europe. It was the abolli- 
tion of free trade, the imposition of 
tariffs and exchange barriers in each 
newly set up state, that brought 
world overproduction with the re- 
sultant battle for foreign trade. 

What reason have we to believe 
that a triumphant England today 
would show more wisdom than her 
statesmen did in 1918? Would our 
entrance on the side of the Allies 
produce greater wisdom? When 
the time comes what voice would 
we have in a just and lasting peace 
that would make the world safe for 
democracy? 

England today is struggling to 
maintain her status quo—and yet, 
whether she emerges victorious from 
this war or not—I doubt whether it 
will be possible for her to do so. 
The Treaty of Versailles itself has 
strengthened nationalism and the 
desire for liberty so that if Eng- 
land emerged victorious she would 
still have India and the Far East to 
consider. 

I hope Mr. Welles was able to 
learn the real war aims of all the 
countries involved and the price for 
peace. But at the moment it seems 
that we are doing everything we 
possibly can to assist the Allies, and 
that we should devote much more 
attention to our own interests— 
which need a great deal of thought 
at this time. 
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